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- Russia’s Strength 


INCE the diplomatic correspondents retutned from Moscow the 
British daily press has decided that the Soviet Union is. weak 
poor and in no state to risk. conflict with. the, United States. With. one 
or two notable exceptions.the newspapers have proclaimed the belief, 
in rather naive and arrogant terms ; which probably means that yet 
another swing has taken place. in the public view of the Russians.’ The 


exaggerated fears have given way to exaggerated relief ; and thosé who 


wish to appear really in the know now mutter arrogantly: “No real 
trouble with the Russians for ten years.” 

Such.an attitude is quite irresponsible, as irresponsible as that which 
seeks in the House of Commons to get.from Ministers assurances that 
none of their strategic thought is devoted to the possibility of war with 
the Soviet Union. Those who give the matter their expert attention 
decided long ago what has just been discovered by thé correspondents 
in Moscow—that the Russians have an immense, exhausting and éxas- 
perating task of recovery before them, demanding all their effort and 
concentration, For the statistics needed to assess roughly the economic 
strength of the Soviet Union can be read in London; so can the statistics 
needed to estimate the future military and industrial strength of America 
and Britain. And the assessment of Russian political strength has. also 
to be made in London; for there are few sources of information open 
to the British correspondent in Moscow which are not open to him 
here, where he is likely to have more time for his newspaper researches. 
So long as the Soviet rulers persist in obstructing the expert traveller 
and in guiding the amateur investigator, British and American estimates 
of the vigour and skill of the Russian people, of their unity and confi- 
dence in their rulers, can hardly be more reliable than they are already. 
In other words, most of the articles from Moscow have been superficial 
-and superfluous. 


None the less a rough picture of Soviet strength and limitations has 
béen emerging bit by bit. It might be entitled “Waiting for the 
Shump”’ and ‘would show in the foreground: an ageing Mr Stalin wait- 
ing in the Kremlin—just a shade impatiently—for an American slump 
in his time. For it is quite obvious that only a slump, only a first-class 
industrial and political crisis, could so undermine the present strength 
of the United States as to give the Soviet Union a reasonable chance 
of catching up in the next fifteen years. And only a slump could wrest 
-from..Mr_ Marshall the diplomatic initiative which has been gained by 
President Truman’s boldness and his own grim. poker-play. 

-- Should the capitalist crisis come—and official Soviet doctrine declares 
it inevitable—it will be the first for which the Communist parties of 


* ‘the world have been fully prepared ; the first which can be fully exploited 


for Soviet purposes without overt acts from Moscow. And it will be 


§ 


waited for patiently and calmly by men. who fear no elections, whose 
none of the democratic itch for quick results;.and-who- may even feel 
grateful that a sense. of crisis can be kept alive among their countrymen 
by official voices: prophesying war. = > 7 Her bower gael 
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The pure doctrine says that a crisis in western capitalism, 
a failure by the to maintain their power by produc- 
tion .and full employment, must lead to Fascism—or a new 


version of it. “And” Fascisiiij-as ‘the simplést ‘Sovier‘citizen can 


undetstand, means war against the Soviet Union. ‘For that he 
must be prepared. The goal is therefore industfial and technital 
equality with the Americans and-their- satellites: That equality, 
added to the disruptive power of Communist parties abroad, 
to the political strength of the Soviet way of government, and 
to the compact vastness of Soviet territory, would ensure mili- 
tary superiority. And with that alone can™be achieved the 
security in which the Soviet Socialist state may advance towards 
that future condition of “ withering away” which is the sole 
justification of its present tyranny. 

Over-simplified though it may be, it is in some such deliberate 
view of the future that the main strength of the Soviet Union 
lies. Its planning aims at power for the state, power to reach 
the final stage where every external and internal human agency 
is under control ; whereas’ western planning is so far content 
to aim at social justice, the good life, more money and less 
work—happiness for the individual, not power for the state. 
It is this ruthless concentration on power that lures efficient 
and intelligent men into the Communist party ; it is the spell 
which holds eastern Europe, which fascinates the Germans and 
which spreads in most parts of the world that vague and 
irritable fear which is at once the enemy and the ally of Russia. 

No one who has this fear is really reassured by recent symp- 
toms of Soviet weakness: the disappointing report on the 
economic achievement of 1946, the passionate claim of Mr 
Molotov at the Foreign Ministers’ conference that Germany 
must bear a major part of the burden of Soviet reconstruction, 
the impression of poverty and shabbiness, weariness and apathy 
which has lately come out of Moscow. In happier circumstances, 
of course, such impressions should and would have evoked sym- 
pathy, at léast as much as is now shown for the Germans of 
Hamburg and the Ruhr. But Soviet diplomacy, ill-informed 
as always about public feeling in other countries, failed to 
appeal to the sympathy awaiting the Russian people ; instead it 
concealed the devastation, the wounds and the exhaustion. 
Mr Molotov bluffed his way by crude and aggressive tactics 
through the crucial twelve months which followed victory. . It 
was not until a year ago that Moscow’s sudden abandonment of 
the forward policy in northern Persia—which seemed to be a 
capitulation before the United Nations—showed that. the 
Colossus might be exhausted. 


* 


In fact, the weariness was desperate. The proof lies in 
the evidence which the Soviet rulers themselves provided less 
than three months ago, evidence which was fully examined in 
The Economist of March 15... Firstly, the admission of the 
_ Worst drought “since half a century” ; then the revelation by 
the Gosplan that planned targets had not been reached in many 
branches of industry, ; then a series of alarmist. speeches and 


statements during the Budget discussions in the Supreme. 


Soviet ; and on March 1st the climax in a ‘Cabinet statement 
gloomy and critical in tone. It revealed a steep decline in pro- 
ductivity over the whole range of civilian effort. In the areas 
occupied by the Germans, industrial output was ‘not nearly up 
to half of pre-war. production,. There. were complaints. that 
coal supplies had been insufficient, that only one-twelfth of the 
housing space scheduled in the Five-Year Plan had been made 
available in. the first year, that grain production would not be 
back to pre-war levels for another three years. In human terms 
this meant that hundreds of thousands of demobilised men, 


_in practice be blurred: by the other Powers 
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generation. 

That the Soviet Government should beable, against sych 
a background, to appeal for the same shock- ‘spirit and 
for thé samé effort to rebuild for power rather than for Circtises 
that it did fifteen years ago shows the strength of its emotional 
and administrative hold over the people. There is clearly noth- 
ing comparable in this country or in the United States—a fact 
which is important in any weighing of relative’ strengths.’ | That 
hold gets-pert ofits strength fram the confidence of the niing 
group that they can ‘achieve all their aims, provided they are 
left alone. They know that if seeurity demands it the Soviet 
Union can be made self-sufficient; not only the Soviet Union 
but the satellite zones to the west in Europe and to the east in 
Asia. If trade with the outside world means bringing into 
their industrial planning an element of uncertainty, something 
beyond their control, then they can dispense ‘with it: ‘They 
have done so before. In 1929 their exports represented 3.2 per 
cent of the gross value of their output.. By 1936, under the threat 
of Hitler’s aggression, the proportion. was down to 0.8 per cent. 

But such autarky is only possible on terms, and the past lias 
shown how onerous for the Soviet civilian these are: lack of 
balance between consumer and producer goods, chronic under- 
consumption, low productivity. And for Soviet industry com- 
plete isolationism and autarky would mean inefficiency and 
backwardness, loss of contact with the immense resources of 
American and British research into new techniques of produc- 
tion, . Even if the door to the west were kept open in Poland, 
Czechoslovakia and Austria, such’ furtive contacts ‘would be 
no substitute for the technical collaboration of twenty years ago. 

* 


Those who make their assessments of comparative power by 
statistical calculations of national production and wealth will 
not have much difficulty in convincing themselves that it will 
be a very long time before the Soviet Union is likely to “ catch 
up” the West in any real sense, Slump or no slump, the 
average annual volume of productive capital formation in North 
America will for many decades be much higher than in Soviet 
Russia. And if the countriés of Western Europe— including 
Germany—should find their way to some coordination of pro- 
duction and resources, then the balance of economic power 
will be irremediably tilted against the Soviets. Indeed, still on 
the purely material plane, there is a real dilemma facing the 
Soviet leaders, Their best hope of “ catching up” lies in»seek- 
ing economic collaboration ‘and exchange with the rest_of the 
world and in devoting more effort and resources to. raising the 
standards of living, and therefore in the. not-so-long run the 
productivity, of their workers... But this runs directly counter 
to the instinct of maximum ‘self-sufficiency, which prevailed in 
the face of the Nazi menace in the 1930s apparently still 
prevails today. To attempt to “catch up” in isolation will 
impose ‘@ terrific strain, ..And ccasaumncpetepenil sana 
defect. that, inside the Soviet Union, it will have to be repre- 
sented as imperatively necessary preparation against imminent 
attack, while from.outside it will,look like preparation for 
imminent aggression, Whatever real distinctions there may 
be between defensive and aggressive preparations, they would 
because informa- 
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iavasion of Finland, the pact of 1939 with Germany or any of 
the major political moves of the last two years in eastern 


Secondly, they need fear within the USSR itself no organised 
giticism through recognised constitutional or public channels— 
mo strikes, demonstrations, passive resistance or sabotage. In 
their use of police methods they are as far ahead of the British 
wd Americans now as they were behind them in industrial 
methods twenty-five years ago. They have the power to direct 
mwements of industry and population where strategy demands 
-for instance east of the Urals—whatever the cost in money, 


| diiciency or human life. 


Thirdly, they can be certain of denying to the major industrial 
countries of Europe precisely those advantages; they can count 
wa Communist parties everywhere, or effective sections of them, 
w play the fifth-column rdle if ordered: to. 

Lastly, the directors of Soviet foreign policy have an advan- 
uge of inestimable value: they can control most of the infor- 
mation on the outside world which reaches the Russian public. 


Agreement 


UNE 2nd has now been fixed as the date on which the 

Viceroy is to present to the Indian parties the British 
Government’s new plan for. the transfer of power in India. The 
new plan has been framed in the light of the report on the Indian 
sitiation brought back from New Delhi by Lord Ismay. and 
submitted to the Cabinet. It is understood to be concerned 
with procedure rather than with actual terms of settlement, but 
fot such a problem as now confronts India any scheme of pro- 
cedure can hardly avoid involving a decision on certain issues of 
fundamental importance. It has been the British aim from the 
beginning of the transfer negotiations not to impose any Ccon- 
sittition on India, but to help Indians themselves to work out 
‘constitution so that there may be established and recognised 
tuthorities to whom delivery can be made when the day arrives. 
Normally, this would mean that an Indian Constituent Assembly 
Would decide the political form of the new state and that Britain 
gprs ey lamps 9-7 
it any event Britain’s duty, since they claim that the Moslem 
League’s refusal to participate in the Constituent Assembly has 

it any way impaited the latter’s legal competence, as repre- 
mat : of the majority of the inhabitants of India, to legislate 
‘Tadia as a whole. 
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can therefore pi the for at that might 
They can preparg the ground for any move that might 


be unpopular, or inconsistent, or . Whereas 2it is. 
inconceivable—for example—that any French. statesman. should 
publicly work for or sympathise with a German nationalist point 


- Of view, Mr Molotov can.and does so,. What is more, Soviet 


statesmen can choose their own pace in policy; they need prom- 
ise mo quick results or neat compromises. The millions they 
rule will probably be content with an endless vista of hard and 
patient work, with low standards of life and if necessary per- 
sonal sacrifice. In the last resort the Kremlin can count on an 
Asiatic capacity for endurance as astonishing as that of the 
Chinese or the Japanese. 


There is, therefore, a real sense in which time is on Russia’s 
side—though it is not the reason usually given. It is unlikely 
that time will raise their economic strength relatively to that 
of the West-——it might even have the contrary effect. But time 
may weil bring out some of the inherent weaknesses of the 
western position, the weaknesses from which any democracy, 
and still more a collection of democracies, suffers when it comes 
to the game of power politics. For that gave demands patience, 
resolution, clear sight, a lack of illusions, a refusal to be 
frightened. by tactical moves, a determination not to be taken 
in by appearances or to yield to emotions. If the Truman- 
Marshall policy were to be pursued without deviation for twenty 
years, the United States would be even:stronger relatively to 
the Soviet Union than it is today. But will the policy be so 
pursued?. To ask the question is to realise how right Mr Stalin 
is to be so interested in the prospect of an American slump, 
for though it would not undermine the sources of American 
strength (a slump is, after all, a phenomenon of plenty), it 
might well sap the bases of American policy. What made 
Hitler: strong was not any great accumulation of economic 
resources but the flabbiness of the democracies, their lack, as 
Paul Reynaud told them, of la lucidité et: Paudace—of. clear 
thinking and courage. The answer to the riddle of Russia’s 
strength is to be found in Washington, 


to Separate? 


the method of democratic majority decision applicable within 
a single state has been ruled out.in advance by the party which 
denies the single state. But happily there have recently been 
signs Of a loosening of the deadlock and of a conviction in the 
Congress leadership that, if the Moslem-majority areas cannot 
be included within a united India except by force, the price 
is too high to be paid. A main factor in the growth of this 
conviction has certainly been the British refusal to do anything 
to guarantee to Congress an enforcement of the Constituent 
Assembly’s decisions against recalcitrant Moslem areas or a legal 
transfer of power to a central government not based on 
Congress-Moslem agreement. It has been made plain to 
Congress leaders that, if they decide to Keep the unity of India 
by coercion, they will have to do the coercing themselves ; they 
cannot expect the British Raj todo itforthem. 
Coercion would not be an easy matter. It was only to be 
contemplated lightly as long as it was possible to believe that 
the Moslem League’s stand was merely a bluff and that, when 
it came to the point, there would be little real resistance to 
central rule. A year ago this belief was still widespread and 
Congress felt it was safe to be uncompromising. But the series 
of communal outbreaks, amounting in total to a minor civil 
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in any case, are not going to rule in Delhi, Bombay or Madras ; 
might it not be better to let them have some :part of India to 
cali their own and agree to separate ? 

It seems to have been on these lines that Congress opinion 
has recently been moving, reluctantly but surely. The principle 
of partition is no longer rejected outright ; interest is more and 
more focused on boundaries and terms of division. The Hindu 
leaders are not willing to concede the Moslem claim to the 
separation of whole provinces—specifically, of Bengal and: the 
Punjab—which has always been the basis of Mr Jinnah’s 
Pakistan campaign and which was implicit in the Cabinet 
Mission’s plan of last year. But they are willing to talk about 
the division of Bengal and the Punjab into Moslem and non- 
Moslem areas. This is quite a new angle of approach. Instead 
of the abstract legal dispute about the constitution-making 
powers of sections and provinces, controversy turns on whether 
Amritsar or Lahore are to be under Moslem or non-Moslem 
control. The new pre-occupation does not necessarily make 
for. peace, but it is closer to reality than the old debate and 
indirectly “it gets everyone accustomed to the idea of partition, 
even though it is not yet formally accepted. 

Mr Attlee’s policy of shock tactics in telling India that the 
British are going out next June whether Indians can agree 
among themselves or not has had its effect in forcing Indian 
politicians to make up their minds. The result has not been, 
however, as some observers hoped, to make both parties realise 
the need for a fair compromise which would preserve the unity 
of India. It has been rather to make Congress realise that 
the unity of India cannot be preserved except by force and that 
peace in India means agreement on division of the country 
with, perhaps, a residue of common services by arrangement 
between independent states. It is believed that the Viceroy, 
from his conversations with Indian leaders, has also arrived at 
this view. In spite of the Congress contention that the Pakistan 
agitation has never been anything but a device of wicked British 
imperialists for keeping control of India, the British Government 
has, in fact, been very unwilling to give up the idea of a united 
India, for if there had been enough real cohesion to sustain a 
Union, it would have been folly to have broken it up on any 
grounds of abstract ethnic or communal right:. It is the actual 
strength of the Moslem League which alone is the justification 
for partition ; it means. that the opposition to a united India is 
too strong to be overcome without a coercion which Britain 
will not, and Congress cannot afford to, apply. 

That Congress has gone as far as it has towards conceding 
the principle of Pakistan—and its commitment so. far has been 
a matter of hints rather than of definite statements—shows a 
flexibility of mind and a will ‘to pacific settlement which does 
credit to leaders embarrasséd by a fervent nationalist faith which 
they have long preached. For a convinced Indian nationalist 
it is no small matter to abandon the ideal of an India, one and 
indivisible from the Khyber Pass to the Burnia border, as well 
as from the Himalayas to Cape Comorin. If, therefore, Congress 
can be induced to accept the principle “of partition, British 
mediation should be directed towards reducing the Moslem 
League’s territorial demands within reasonable limits. The 
principle that it is better for @ state not to have a high pro- 
portion of unwilling citizens can be invoked against the unity 
of India, but it is applicable also to Pakistan itself. ‘In an Indian 
Union there would be a case for keeping the present provincial 
boundaries, but if there is to be partition, then it is clear that 
the Punjab and Bengal must be divided so as to separate the 
definitely Moslem parts from the districts ‘which are pre- 
dominantly non-Moslem. The a ewe of this problem 


were indicated in an afticle on thi ee ims in The 
Economist of March ‘22nd, which was‘ written before Mr 
Nehru’s announcement that both the Punjab and would 
have to be divided. It is now. that in informal negotia- 


tions there has been tentative agreement on a line in the Punjab 
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which would give Lahore to the Moslems, ‘but keep Amiitsar 
in the Hindu-Sikh portion of the province. In | | 
does not seem to have been as yet such 2n approach to agree. 
ment, but Congress will have a strong case for excluding the 
mainly Hindu city of Calcutta, as well as the Burdwan Division 
of the province, from the Moslem State. In Assam, also, 3 
division would be practicable whereby a southern portion would 
be joined with Moslem East Bengal, while the more northerly 
part would remain attached to Hindustan, with a connecting 
strip of territory north of the Brahmaputra: oe 

The Moslem League will doubtless resist ‘these truncations 
of the two Moslem succession states, feeling that every square 
mile lost from the ideal boundaries of Pakistan will weaken 
their states in relation to the greater bulk of Hindustan. But 
apart from the gain to their cohesion by the exclusion of 
uncontrollably large non-Moslem populations, the economic 
viability of the two Moslem states would be much less affected 
than appears et first sight, even by the renunciation of Calcutta, 
In the north-west the exclusion of the eastern Punjab would 
still leave Pakistan in a very favourable position as regards 
export surpluses of wheat, rice and cotton, whilst East 
without Burdwan or Calcutta would still have nearly all India’s 
jute crop. The Moslem states, indeed, would start off with 
better position in self-supply of foodstuffs and in commodities 
suitable for competition in the world market than would 
Hindustan, in spite of the latter’s present advantage in modern 
industry. 

It is a general belief in Congress circles, and one held 
it seems, by Mr. Nehru himself, that the North West and East 
Bengal as separate states of Pakistan would not be viable and 
would be compelled by economic pressure to reunite with the 
rest of India. There does not appear to be any good ground 
for this belief, but the Congress leaders may the more readily 
consent to a partition if they regard it as only temporary. On 
the other hand, in so far as the Moslem Leaguers themselves 
are worried about the viability of their creations, they are likely 
to struggle obstinately for places to which communal ethno 
graphy does not entitle them, in the hope that wealth will come 
with bigness. Some hard bargaining about boundaries must 
therefore be expected, but in the end it should not be too 
difficult to confine the Moslem states within limits which will 
be ethnically just without taking away the prospects of a success- 
ful economic life. 

The Indian states must not be forgotten in any plan for 
India.. Some of the princes are indulging in brave talk about 
creating a third India, a Rajistan to stand alongside Hindustan 
and Pakistan, and some of the larger states—Travancore and 
Hyderabad, for example—are said to be contemplating complete 
sovereign independence. . Probably, this is not much more than 
talk. Even the largest of the states would be too small to live 
alone, especially as most of them would be entirely. surrounded 
by the territory of either Hindustan or Pakistan, ‘The idea 
of a princely federation would almost certainly come up against 
the obstacle of princely jealousy and suspicion. 
Congress and the Moslem League have an obvious interest 1 
coming to terms with the princes whose states lie in_ their 
respective ‘spheres, If Congress and. th ue can reach an 
agreement, the problem of the princes should ‘not prove ,to be 
insuperable. ed 4nd ee ae Oh cariee e ; 
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concurrence of both Congress and Moslem League Min 
The policy appears to be one of relatively small total expenditure 
on defence based Gn the assumption of co-ordination of external 
defence, whether Pakistan exists or not, and of a defence agree- 
be of great benefit to the Indian peoples, as it would mean 
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for economic development and social services.” On 

whe British side there is certainly a desire to continue a special 

with India, now on a basis of equal partnership and 

ity, and also an earnest hope that no ‘division of India 

wil afford an opportunity for foreign aggression or intervention 

south of the Himalayas. Fortunately, the marked improvement 

in Indian sentiment (both Hindu and Moslem) towards Britain, 

hich has followed the unconditional promise to hand over 

power mext year, has created favourable conditions for co- 

tion in external matters after the end of all British 
ibility for the domestic concerns of India. 

It seems possible, therefore, to entertain rather more optimism 

about the possibility of a peaceful settlement in India than 
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seemed likely only a short time ago—and there can be little 
doubt that the British Government’s tactics deserve the credit 
for this improvement, But the optimism is no more than a rift 
in the clouds that overhang India’s fate. Indian politicians have 
a unique capacity for disagreeing at the last moment, and there 
will be plenty of opportunities for the Hindus to draw back from 
the concessions they have done no more than hint at, and for 
Mr Jinnah to stand fast on his demand for five whole provinces, 
from which he has never yet budged. And all the’ time the 
sands are running out. Judged by the ground still to be covered 


by negotiation, the date of June 30, 1948, is painfully near. - 


But judged by the rapid deterioration of the structure’ of social 
order in India, it is perilously distant. Lord Mountbatten’s job 
is to make the politicians hurry. 


Then and Now 


T is twenty-one months since hostilities ended, and the 
frustration of the high hopes of the day of victory is so well 
recognised as to be hardly worth remark, A new world was to 
from the struggle ; Britain was to have more and better 
houses, more and better schools, work and food for all, a new 
girit of comradeship and purpose forged in common danger ; 
md instead the housing programme trails, crippled by short- 
ages, the new crop of school entrants finds neither buildings, 
teachers nor books ready for it, the housewife’s basket is harder 
to fill than ever, ominous patches are appearing in the employ- 
ment picture, one coal crisis is past and another looms, and the 
spirit of comradeship has disintegrated in party strife and sub- 
merged class war. Prices, held fairly steady during the war, 
ave since got out of hand ; there is an acute dollar problem ; 
and the monetary authorities have aH raised the bank rate 
tothe punitive level of 7 per cent. .. Yes. It is June, 1920, 
ad the post-war boom is just past its crest and sinking—though 
the indices do not as yet speak with one voice—into the sharpest 
dump hitherto recorded, a slump from which there will be no 
complete recovery until the guns sound again in 1939, 

Pethaps the most striking thing about this description is the 
difficulty of framing it without immediately disclosing the fact 
that 1947 is not the year under discussion. Considering how 
dosely, even if history does not. repeat itself exactly, similar 
dlects follow similar causes, and that the essential facts of a 
five years’ major war remain the same for 1939-45 as for 1914- 
18, the dissimilarities between 1947 and 1920 are. surprising. 
They may be traced and evaluated, by anyone willing. to con- 
ttuct the parallels, with the aid of a new study by Professor 
Pigou*, which, written during the war for departmental use 


-* Some Aspects of British Economic History, 1918-1925. By A. G 
Pigou. Macmillan. 248 pages. 15s. 


and drawing on some material hitherto unavailable, has now, 
by leave of the Chancellor of the Exchequer, been published. 

Professor Pigou divides. his period into four parts; the 
Breathing Space, from the Armistice to the following April ; 
the Boom, April, 1919, to April, 1920 ; the Slump, April, 1920, 
to mid-1923 ; and the Doldrums, the stagnant state of depres- 
sion which continued until the renewed slump of 1930. 
The first dissimilarity observable between his period and that 
following World War II lies precisely in that it is impossible 
to draw any such dividing lines to-day. No breathing space 
interrupts, during 1945, the steady rise in prices ;: no steep 
or sudden upturn or boom ensued ; no break corresponding to 
the 1920. slump has occurred in 1947, nor does:one appear 
likely unless as a transatlantic import. 

Evidently this dissimilarity is a consequence—not a caus¢: 
Comparing the evidence offered by.Professor Pigou with that 
provided by to-day’s statistics one finds further. dissimilarities 
in the fields of employment, labour. relations, production, the 
distribution of manpower, Government policy and. foreign 
economic relations, all. these being superimposed: on © the 
underlying postwar similarities. of inflation, industrial, dislo- 
cation, and real impoverishment internally.and.externally.... 

On employment the evidence is particularly hard to..com- 
pare. With laborious ingenuity, working from the hitherto 
secret “ Z8 ” departmental reports on the distribution of. man- 
power, from trade union figures, and: from whatever. other 
evidence can be found, Professor Pigou pieces together. a pic- 
ture of the employment situation between the Armistice and the 
first regular publication of the employment figures. .. He 
arrives at a shrinkage in employment, during the five months 
of his “ breathing space,” of some 1,200,000 men and women, 
of whom perhaps 100,000 were not so much unemployed as 
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deliberately withdrawing from gainful employment.' During 
the ensuing boom years about.a third of this surplus labour 
was mopped up ; the slump more than wiped. out this gain, and 
the unemployment percentage soared in the summer of 1921 to 
22.4 per cent—abetted, of course, by the catastrophic coal 
strike of that spring, which bedevilled the economic situation 
quite as thoroughly as the coal crisis of 1947... The correspond- 
ing figures for the present. period show a shrinkage in the total 
working population, from mid-1945 to the end of 1946, of almost 
exactly 900,000, but an unemployment total never exceeding 
400,000.» Even if there be added to this the 300,000-edd 
demobilised. men and women. who had not at that date yet 
applied for civil employment, the picture remains brighter than 
even at the peak of the last post-war boom. 

Partly, the difference reflects the slower speed of de- 
mobilisation ; from 4} millions to 658,000 last time, from 
§,000,000 to 1,427,000 this time, a lag reflecting in turn 
a gloomier international outlook and a‘ heavier burden of 
foreign commitments. For civil demobilisation no figures 
are available to Professor Pigou, who can only offer employ- 
ment totals in the “ war-swollen industries” and note their 
decline. And here at once there appears one of the key differ- 
ences between the two periods ; for one of the chief “ war- 
swollen industries.” of 1914-18 was coal-mining, The Census 
figures of mining employment in 1911 and I92I are, respec- 
tively, 1,123,000 and 1,305,000 ; while the corresponding totals 
for 1938 and January, 1947, are 722,000 and 694,000, 


* 


The implications of these figures are written into a develop- 
ment of production, after World War II, considerably more 
uneven than after World War I; and if an index of total 
production by volume were available it would mark, even more 
than in 1920, abysses of unsatisfied demand—notably for 
housing.. Some indices can be. compared ; iron and steel has 
risen faster this time, so (however unsatisfactorily) has housing, 
cotton has lagged by comparison, agricultural production— 
expanded, of course, in both wars—expanded further from 1939 
than from 1914. Shipbuilding, already falling off in early 1920 
in response to the decline in freights, is still rising to-day. 
Exports, fractionally above their pre-war volume to-day, were 
30 per cent. below it in 1920. On the whole, a comparison of 
the productivity picture favours to-day rather than 1920 ; and 
on the face of it reconstruction, re-stocking and the improve- 
ment of living standards ought to be improving apace. In fact, 
they are, even more than in 1920, hanging fire; and two 
at least of the chief causes of this comparative deterioration 
lie outside the field receiving detailed’attention from Professor 
Pigou. The grim facts concerning coal are too well known to 
need repetition ; the other major influence is the change in Great 
Britain's balance-of-payments situation. In addition to the loss 
of external assets and the income which they yielded—a loss 
considérably though not ificomparably greater than that suffered 
in World War I—and the accumulation of external debt on an 
immensely larger scale, there remains a factor whose movements 
during the two periods were in precisely opposite directions. 
That factor is the export-import rate of exchange ; the terms of 
trade. Between 1913 and 1921 the prices of British exports rose 
in relation to imports by some 40 per cent—a good deal too 
much, in fact, for comfort ; between 1939 and 1947 they fell by 
10 per cent, and are still falling. With the'coal shortage holding 
down home production and with the other constituent of con- 
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Lloyd George Coalition, these stringencies have’ maintai a 
apparatus of controls which dwarfs even»the full-blown, ‘War- 
time structure of 1914-18, let alone: those few relies ‘of it 
which survived to 1920. By. mid-1919 every: wartime contro} 
except those over shipping and a few foodstuffs. had een 
swept away ; at that raic, Britain would this time have been 
free of controls by the end of 1945. As it is, hardly any relaxg- 
tion is discernible, apart, significantly enough, from the 

of the one outstandingly powerful weapon of positive planning, 
the direction of labour, Controls in. World War I were built 
up piecemeal, ad hoc, with overlapping and gaps ; they. were 
never conceived, except. by a few Socialist cranks, as possible 
tools of a deliberaie and, permanent peacetime policy, . Those 
of to-day, more logically, comprehensively and efficiently con- 
structed, will in default of another radical change of political 
climate be preserved—no doubt in a strategically pruned or 
streamlined form—as just such tools. Therein lies one of the 
main differences, alike in the field of causes and in that of 
consequences, between 1920 and to-day. 


& 
. 


But probably the most important difference of all lies in the 
fiscal and monetary sphere. World War I showed no counter- 
part to the deliberate cheap money policy of World War IT and 
the period following. ‘Under the pressure of intervening events 
and Keynesian theory, monetary practice has moved far in 
thirty years. The aggregate rise in money incomes . during 
the 1919-1920 boom was, as well as can be 
between 25 per cent and 35 per cent; after the. second 
war, any rise in money incomes that there may have been 
in the course of 1946 has not been enough to bring back 
the total to its wartime peak. Inflation has, in fact, been 
curbed, steamrollered out of existence by price controls and 
rationing, or—tc put it less optimistically—driven under- 
ground. In 1919-20 the price system was restored to free 
action, did its stuff, ahd produced an honest, above-board, 
runaway boom ; it indicated by the orthodox methods—gold 
outflow and exchange depreciation when the dollar peg was 
removed—the need for the orthodox defensive measure, a 
swingeing increase in the Bank Rate ; and, that measure once 
duly taken, it matched the boom with a slump and depression 
which is unlikely to be forgiven it unless and until the present- 
day alternative does worse. That may seem unlikely ; but the 
truth is that that alternative has not yet met its full test. The 
rule of the Gold Standard is in abeyance ; the rule of Bretton 
Woods has not yet been inaugurated ; and the pressures of the 
interregnum have been cushioned first by Lend-Lease and then 
by the American and Canadian loans, luxuries which Britain did 
not énjoy in 1919-20. _ 

When this apparatus of external cushions and domestic con- 
trols—of padded walls and strait-jackets—is contemplated, it is 
hard to be sure that the present economic situation is really more 
sane and balanced than that of a quarter-century ago.-It-may 
merely be that the elements of unbalance are kept beneath the 


surface, showing themselves om the surface only here‘and there 


in some sudden eruption, but all the time having their effect 
underneath in prolonging the per‘od of scarcity and strain. If 
the post-war transition were really, this time, going to be more 
successful at the cost of taki a longer time, few people would 
begrudge the delay. It would be far better to go slow rather 
than face years of unemployment and short-time. But it 1s 
impossible not to wonder whether welimay not get the short-time 
precisely because of the care that been taken to prevent 
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“The. Conservative Industrial Policy,.published under thé 
fie. “The Industrial. Charter,” is a pleasant surprise—that 
ig to Say, it is certainly a surprise and will be pleasant to all 
the right wing of the Conservative Party itself, who will 
be shocked to discover some of. the things to which Mr Butler 
ind his colleagues propose to commit their party. Like nearly all 
- manifestos, the M fetreats. far too often, into 
ness and generalisation—it is full of such meaningless 
; ms as a promise to undertake “a powerful drive to in- 
crease-the output of British farms and gardens.” But when allow- 
ge is made for the difficulty that. politicians who are seeking 
inevitably feel in expressing themselves very clearly on 
kward issues, it is obvious that an honest attempt has been 
thade to face the real issues of economic policy. 
‘What is perhaps particularly gratifying is that the Conserva- 
wes have been thinking about the concrete and painful issues of 
this year and next as well as about the remoter concepts of 
e economic policy ; they are. facing the present as well 
is the Race. Their prescription for the immediate crisis is 
treefold. First, productivity should. be increased, both by pro- 
viding greater incentives to labour and capital and by rationalising 
the overgrown apparatus of control, Secondly, the crucial bottle- 
necks in power, transport, food and capital equipment should be 
waened, And thirdly, an end should be put.to inflation, The 
eee ae project. already. consummated which they 
gould wholly reverse is the closing of the Liverpool Cotton 
Exchange, though they would amend the transport and civil avia- 
tion schemes. They. would attempt to: mationalise the apparatus 
of controls, but. they, would not remove. the control from any 
necessity of life so long as it is in short supply. As short-term 
policies these are both moderate and attractive. 


* 


It is the long-term policy, however, that shows the most 
sfiking change in Conservative thinking. For the report comes 
gut unequivocally for what may be called the two-storey design 
f€cdnomic policy—a tion structure deliberately planned 
bythe Government coupled with the maximum freedom for 


ise elsewhere. There must be planning for the main- 
full employment, for the management of external 


mic relations and for the guidance of capital development. 
iit Outside these fields, there is to ‘be incentive for enterprise 
wd rewards for efficiency; and even with the ambi. of con- 
scious policy the aim is stated to be “ co-operation in making the 
plans and competitive enterprise in carrying them out.” 
All. this is very sensible,.and if it really were to-become the 
policy of the Conservative Party, and if future Conservative 
Governments were to fill in the practical details.in the spirit of 
the present report’s admirable generalisations, the face of British 
politics might well change after the next election; But it is 
here.that the doubt creeps in. Can Mr Butler and his col- 
keagues carry their party with them? Can they persuade it not 
merely to talk this way in opposition, but to act this way in power 
when all the pressures of the interests will be on it? Perhaps the 
supreme test of the sincerity of the new policy will be provided 
by the attitude of the Tories to organised labour and to organised 
i The report includes an ambitious. proposal to set up 
andards of security and status for the wage-carner—and of com- 
petence for directors—which many employers will not like. And 
includes some passages on restrictive practices which will be 
will more unpopular in Tory business circles. These passages 
ME NOt strong enough—they still leave the onus of proving 
hamfyl. restriction on the Board of Trade, instead of putting the 
ofus On industry of proving that there is public benefit in restric- 
—but it is a considerable advance. to find the. Conservative 
saying “ We condemn out of hand any price agreement 
ned to keep prices above the costs of the most efficient 
ducers, or levies on more efficient firms to keep the least effi- 
‘in: business,”,. Do. they realise just. how many of their own 
Mrters they are thus “ condemning out of. hand ”? 








‘Mr: Churchill is probably right in holding the opinion (as he is 
a) 5 Bo amount of policy-drafting will have much 
‘the results of the General Election; which will, as usual, 







of the; C vative Party when it is next in ' 
hog then, not bv its words now, that it will be judged. 


5] 
The Tinker’s Curse” t Pee ee 
The padlock. that. was evidently, applied to.Me Shinwell’s 


lips after the fuel crisis—whether by his.owm hand. or. another— 
has now been broken open... It is one of the less welcome signs of 
spring that the flow of rancopous oratory is now again. in spate. 
At Edinburgh two, weeks ago.Mr Shinwell misquoted, the,dying 
words of Christ on the Cross to express his dislike. of the House- 
wives’ League, a choice of Jage on which it would. be a mi 
comment to say that it exhibits a lack of taste surprising-evend 
this orator. Then a few days later, at Margate, addressing, trade 
unionists from the electricity. industry, he. delivered’ himself -of 
the statement that the Government were supported by theorgan- 
ised workers of the country and that the rest did, not metter a 
tinker’s curse. Of this. utterance (which. the Minister’s friends 
have made a wholly unconvincing attempt to explain away) ther 
are three possible explanations; that he really thinks the “ orgar- 
ised workers” are a majority. of the nation ; that -he.wants:to 
commit political suicide by telling the majority he cares nothing 
for them ; or that he was so carried away by the inebriation. of 
his own verbosity that he did not know what he was saying, Ne 
one thinks he is stupid enough for the first or second explanations 
to be true, so he must be silly enough for the third. 

The Prime Minister must.by, now be well aware: ofthe, great 
incubus that Mr Shinwell is on the Government, whose cam- 


se 


The explanation may be found in that streak of stubborn obstinacy 
that runs through Mr Attiee’s character, an unwillingness’ to 
admit a mistake, especially when the Opposition : point’ it -outi 
Or is there perhaps some truth in the persistent rumour that Mr 
Arthur Horner, the. secretary of the Mineworkers’ Union; has 
imposed a veto on any change at the Ministry of Fuel and Power? 
Mr Horner has recently been boasting of the ultimatum? that he 
delivered to the Prime Minister on the subject of miners’ wages—~ 
the miners, he said, “ expected action” by: December 31stv «If 
an ultimatum, why not a veto?) ~ C 

- Another incidem of the week that can only deepen stspicions 
of the reasons for which men are appointed to, or retained in, 
posts of high importance is the strange translation of Lord Citrine. 
Lord Citrine was formerly’ General Secretary of the TUC and 
thus ex officio a grandee of the Labour movement. But he is 
also a very difficult man to work with, and the cad ned 
of dissensions on the Coal Board have invariably been associated 
with his name. It has been rumoured for weeks that if he did 
not leave the Coal Board some of its other members would. Now 
he goes—but cnily to become chairman-elect of the Board that 
is to run the electricity industry: when its nationalisation is com- 
plete. Is this promotion by merit? Or is it job-finding for one 
who must not be left unemployed? Whether or not “the rest” 


count for more than a tinker’s curse, they clearly count for less, 


than the TUC’s power. 


* * * 


The Planning Bill. 


The situation under which only 12 of the 108 clauses, and 
none of the schedules, of the Town and Country Planning Bill 
were discussed in the Commons on Report is the worst 


stage 
example to date of the use of the guillotine. Some 175 Gov 
ment amendments even then passed without discussion. . It 
quite. true that the large number of Government amendments was 
due to the sincere efforts of Mr Silkin to improve the. Bill. and 
to meet minor points of criticism raised by. the Opposition, while 
one of the three days debating was t on the series of new 
clauses which provide a much fairer basis of payment for land 
acquisition. This is well and good, and a fairly effective answer 
to those who say that Parliamentary discussion has ceased to get 


; 
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results. But why will the Government turn even its. concessions - 


sour by these rush tactics? It is no good complaining that Oppo- 
sition members talked too much; of course some MPs did, and 
always will, but occasional verbal exuberance is from 
the Parliamentary process. The plain fact is that three days was 
not nearly enough for a long Bill thar has been illy re- 
drawn and re-drafted. ey a 
Mr Silkin laid down an excellent ‘principle when he said’ that 
We are land and buildings and we have to pay comperisa- 
tion on the s of what we are buying, 
who happens to own it, or éven when he bought. 


and not on the basis of 


coger ling st -rtheegrappediias: o> 
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During the near future, while war damage payments are being 
|settled and before the Bill’s. new-clauses come fully into foree, 
his words will be completely belied. The transitional arrange- 
ments for land ceanpiamenate been left complex and inequit- 
able. But in a year or less the position should be reached that all 
property will attract, broadly, its current “ existing use” market 
value, irrespective of who owns it—2 great advance in Labour’s 
ethical thought. But will: Mr Silkin apply his principle to the 
‘division of the £300 million compensation fund for loss of 
development value? It is évery bit as applicable. 

The Government also introduced amendments to strengthen 
its position in face of recent challenges in the law courts. It 
means to make it clear that a public enquiry is an administrative 
and not 'a judicial proceeding. This is -reasonable—but it adds 
to the case for requiring fu!l publicity for the Minister’s con- 
clusions. Another amendment strengthens planning powers ‘to 
‘designate ‘a comprehensive area for compulsory acquisition. This 
will be more readily conceded if the Government will ensure that 
no more land is designated than is really necessary, and will 
consider centralising its powers of acquisition im one department. 
‘The Government also rejected pleas from both parties that the 
amalgamation of planning authorities into joint boards should 
require Parliamentary confirmation. It is rapidly becoming im- 
possible to guarantee any degree of independence to local 
igovernment. 


! 


_* x * 


|Trace in the Battle of Minden 


There has been much coming and going in Germany in the 
\last. week, partly due to the release of Mr Bevin from the cares 
| of Moscow, partly to the effects of Lord Pakenham fitting on his 
‘new harness, partly to the Government’s acute sensitiveness to 
‘the charge that they can neither feed nor administer their zone of 
‘Germany. The prominence Germany has enjoyed in the press 
‘has resulted from the general feeling tha: Mr Bevin, after the 
complete failure of Moscow, must do something rather novel 
and drastic in the west, and from the knowledge that all was not 
‘well with Anglo-American relations in the zones. 

For the time being the “battle of Minden” seems to have 
ceased. So far no distinguished casualties have been reported, 
and there seems to have been a generous and sensible American 
‘advance towards the British standpoint on central economic con- 
‘trols. Mr McNeil has already hinted in the House that the bi- 
zonal economic agencies—which have so far been ministries with- 
out..real executive power or responsibility—may have the 
assistance of a representative adv.sory council drawn from the 
Lander. That would be a concession to the American—and south 
German—insistence on democracy and federalism. The American 
concession to British—and north German—insistence on central 
contrels would probably be the grant of further powers to the 
agencies, powers to be drawn neither. from national nor pro- 
vincial German law, but which could presumably be delegated by 
military authority. , 

These changes in the administrative set-up of the two zones 
will paper over some of the cracks, and the move of the economic 
agencies to Frankfurt should simplify their procedure and ex- 
pedite their work. Bug it would» be a great mistake to imagine 
that they will improve the food situation. Careful investigation 
‘has shown that even the most drastic enfgrcement of farmers’ 
deliveries and the most successful campaign against the black 
market would not make any decisive difference in the present 
deplorable food situation. The main relief must come from over- 
seas ; and that means that the British Government have to con- 
centrate immediately on two tasks: quicker buying and delivery 
of grain from America, and the provision of dollars to pay for it. 
| This might mean a complete overhaul! of present arrangements, 
even the financial ones. But the reports that Mr Marshall is ready 
to take over entirely the further financing of German recovery if 
\the British give up their socialisation plans are certainly premature. 


* * * 


Mr Churchill's Challenge 


It would be interesting to. know whether any connection is 
to be traced between the Foreign: affairs debate that began 
on. Thursday afternoon in the House of Commons and the Albert 
Hali meeting of the previous evening, which Mr Churchill 
\addressed — subject of a United - se The earlier dis- 
\cussion. was, of course, non- ; but there was a pleasing irom 
lin. the spectacle of Mr Churchill, with the Archbishop of 
‘Canterbury in the chair, and supported by Mr Victor Gollancz 
and Mr George Gibson of the TUC, stealing. the thunder of 
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His oratory turned the shrill imperatives 
ef. Mr Zilliacus into solemn warnings from an anc : 


Mr Bevin’s critics. 


The result was very impressive, although much of it had bea, 
said before in Zurich nine months ago. 

Briefly he argued that the Charter of the United Nations 
provides for regional organisations for defence and other pur. 
poses ; that Eunope—“ fairest, most temperate, most fertile area 
of the globe "—naturally formed such a region ; tha Precedents 
already existed in the British Commonwealth, in the Soviet 
Union and in eastern Europe, He might have added that the 
latest of them, the Slav system of security pacts, has never 
been submitted for the approval of the Security Council, as 
the Charter provides. But he was in conciliatory mood, and 
insisted that a “healthy and contented Europe” was the “ first 
and truest interest of the Soviet Union.” 

Mr Churchill was quite right to point out that if 
could not attain some kind of federal government the wo 
certainly could not. Otherwise he made no attempt to deal 
with the practical difficulties which face such a scheme. 
can, of course, be argued that the statesman creates the public 
mood first and that then all difficulties fall away. But in this 
case it is dangerous to arouse the mood first because the practi. 
cal difficulties are immense and beyond public control. 
for western Europe is there at present the barest possibility 
a federal arrangement; out of the lands occupied by Hitler a 
powerful union could be made. And within western 
there are powerful political elements friendly to Russia which 
would work against union. Even if they were outvoted or over- 
ridden they could, for example in Italy and France, 
the economy of the union by strikes and passive resistance. And 
on the purely financial and economic side-—even assuming 
American support for European union—there are immense tech- 
nical and policy difficulties. Nevertheless they should be 
examined and brought to light in London, for quite obviously the 
lead in this matter lies with the British and not—this time— 
with the French. 
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o * * 
Italian Cabinet Number Nine — 


It is misleading to suggest that Signor de Gasperi, by resign- 
ing with his third ministry on Tuesday, was just trying to drive 
out the Communists, It is true enough that the crisis arose im- 
mediately from the refusal of Signor Morandi, the very competent 
Minister of Industry, and the pro-Communist Socialists to sup- 
port the Prime Minister’s plan to broaden his ministry into a kind 
of government of national union. Such a move they regarded 
as unparliamentary and as unjustified by the election results of 
last June. A deeper cause of their revolt was the suspicion that 
recent decisions in favour of a capital levy would be shelved 
under pressure from the right and centre. 

Without the support of the Communists Signor de Gasperi, 
or for that matter any Italian prime minister, would find the 
trade unions unmanageable; but it is known that Signor di 
Vittorio, chief of the Italian TUC, had been spoken of as a 
possible minister and that the Communist ex-minister Signor 
Scoccimarro had been included in lists for a possible “ brains 
trust” to help the Cabinet tackle the economic crisis. Even 
Signor Saragat, the leader of the anti-Communist Socialists, has 
expressed willingness to join any national government, provided 
the Communists are in too. 

The crisis had been brewing for at least two months. Signor 
Morandi, the governor of the Banco d'Italia and the Minister of 
Finance had all warned Italy loudly of the extreme gravity of the 
economic situation, with the national deficit mounting fast. And 
when, on April 3rd, a fourteen-point emergency programme was 
adopted, the Government enforced little of it and were unable to 
check the fall in the value of the lira. So since May demands 
have been loud and insistent for two things: a full-dress debate 
on the economic situation in the Assembly (fixed for the day 
that Signor de Gasperi chose to resign) and a change in the 
make-up of the government. 

Ever since Signor Saragat flounced out of the Socialist Party 
Congress in January and went into isolation with his anti-Com- 
munist followers, the Cabinet team has been unhappy. The 
Socialist split weakened the indispensable buffer between the 
Christian-Democrat and Communist ministers and recent allega- 
ions against the Ministers of Finance and of Foreign Trade must 
have turned the Prime Minister’s mind to ways of dropping them. 
He is, of course, a right-winger of the Christian-Democrats, has 
always hankered after the presence in his Cabinet of Italy's 
political veterans, Orlando, Nitti and Bonomi, and also of younger 
rightish (but non-party) technical ts. Only last week the 


exper 
Suggestion was openly made that there should be a government 
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national concentration with representatives from all Parties, 

ee beans trust ” alongside the Cabinet. It was then the trouble 

With representatives of the Export-Import Bank just 

yrived in Italy to consider the allocation of dollars to Italian in- 

dustry, the need to stop the trouble quickly is obvious, For be- 

yond the political quarrel is the economic crisis, insoluble without 
strong government. . _ 


The Jarrow Result 


The result of the by-election at Jarrow—Miss Ellen Wilkin- 

’s seat—has given much more pleasure to the Labour Party 
than to the Conservatives. Some Conservatives had built high 
on the combination of a local condidate, of the disappear- 

ance of Miss Wilkinson’s personal following and of the disillusion 
among the electors by the economic crisis. But in the 

result, the Labour majority fell only from 11,007 at the General 
Flection to 7,616 last week, which is still more than three times 
as large as the Labour majority in 1935. There is clearly no 
sign in these figures of any significant weakening of the Labour 
hold over the industrial constituencies. The Government can 
continue to claim that the economic crisis has not affected their 
remarkable record of not losing a single by-election in 22 months, 
snd the Conservatives are likely to abandon any thought of aggres- 
sive tactics during the summer and continue perforce their waiting 


Nevertheless, it is by no means certain that this is the tight 
conclusion to be drawn from the Jarrow feésult. After all, Jarrow 
js 9 natural Labour seat, and to prove that the Government can 
hold it-does not, of itself, prove anything very much. At the 
General Election two years ago, Labour polled 66.1 per cent of 
the total poll in Jarrow ; this time they 59.3 percent. The 
Conservative (masquerading as a Liberal National on the first 
geoasion) raised his vote from 33.9 per cent to 37.5 per cent. Or 
the figures can be put in another way—Labour lost one-twelfth 
of its 1945 vote and the Conservatives put on one-eighth. Now 
let these ratios be applied to the total vote for the whole country 
atthe General Election. The Labour vote was then 12,050,000. 
WH Labour lost 6.8 per cent of the total votes cast (as they did 
last week at Jarrow), their vote would come out at about 
10,340,000 ; if they lost 8.7 per cent of their own ‘vote (again, as 
they did at Jarrow), the figure would be almost exactly 11,000,000. 
The two methods of calculation give total votes for the Conserva- 
tives of 10,900,000 and 11,200,000. By either method, in other 
words, the application of the Jarrow ratios to the whole country 
would give the Conservatives a slight edge. What the Socialists 
forget who rejoice over Jarrow is that the margin of their victory 
two years ago, measured in terms of the total popular vote, was 
i natrow One, and even so small a swing that it cut the majority 
inone of their safe seats by only one-third, and is therefore dis- 
missed as negligible, might nevertheless be enough to cost them 
sores of more delicately balanced seats. It would be foolish. of 
course, tO base very much on one constituency. It may be that 
the loss of Miss Wilkinson’s personal following has led to a bigger 
loss of Labour votes in Jarrow than would be true at this moment 
in the country at large. Or it can be argued that since Jarrow 
isa formerly depressed area which is now more prosperous than 
for a generation past, it could be expected to be kinder to the 

ent than the typical constituency. But at least the Jarrow 
figures cannot be ascribed to “apathy,” since the total of votes 
cast at the by-election was actually slightly higher than at the 
General Election. ee 

Looked at in this. way, the Jarrow result does not justify any 

Abour complacency. Rather, it seems to show that the two major 
parties are about equal in the popular esteem —with perhaps as 
at as three years more of this Parliament to run. And if one 

is more certain than another, it is that at least. two of the 
years will be full of economic trouble. 


a * * 


Housing Target Abandoned 


The announcement last week of the abandonment of the 1947 
housing target may have caused disappointment: it could. not 
talise surprise. Memories of the crisis in February and March 
a#¢ too recent for its repercussions on house building to have 
become blurred ; it is, therefore, improbable that the Goyernment 
being much blamed at this moment, and were wise to time 


announcement now. The repercussions hereafter are more 
ficul: to foresee: nobody can be blamed for the direct effects 
f frost and flood on the laying of one brick upon. another, but 
the hold-up in the production of materials for which the Govern- 


. 


ment must take considerable responsibility will continue to affect 
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Meliveries for many months. From a political point of view it will 
te. of great importance to the Government to have steered the 
programme into moré o 


favourale tictot sey can SedIaed to gir tee Hora 


waters at least by the summer 





houses’ by the end of the year, which was always precarious 
because it was based on the assumption that materials would be 
adequate and that manpower was the: bétrlentck, has given "place 
to the objective “to complete this year as many-as possible of 
the 218,783. houses already under:construction.”: During the first 


months of 1947 only some 16,009 new permanent houses 
were completed: Even allowing for ali: the advantages of summer 
weather there is still likely to bea large proportion of the 218,000 
unfinished by the end of the year. In the two years March, 1945, 
to March, 1947; 370,000 families: have been rchoused in-repaired 
converted or new houses. Inadequate though it may be compared 
with requirements this is not: an insignificant number. 


* * * 
World Farmers Meet 


This week the first annual..general meeting of the World 
Farmers” Federation: has assembled in Holland, attended by 
delegates from 28 countries. The creation of this body is 4 minor 
triumph in constitution making (especially for Mr James Turner 
and. the British delegation who have done much of the spade 
work) in view of: the variegated chatacter and interests of the 
farmers’ organisations—some of them’ independent, others 
govetnment-sponsored or government-assisted, others again with 
some religious or political bias—that have been brought together. 
But good diplomacy is not sufficient for the mecting’s success. 
The farmers will want some concrete results for their expenditure 
and travelling time if the Federation’is to become a permanent 
institution. This they can certainly have, if they: settle down to 
comparing notes and to formulating a programme of technical 
and economic research. The economic cost of soil erosion, and 
the best method of combating it, are typical problems that couid 
very profitably be studied by a- world-wide farmers’ organisation. 
Unfortunately, indications from the agenda and elsewhere are 
that the farmers are set on devoting nearly all their time to play- 
ing politics. 

It is natural that the Federation should wish to establish liaison 
with the Food and Agriculture Organisation, to get recognition 
from. national governments, and to have its say on the various 
world food schemes-that are being tossed about. But it would be 
foolishly sanguine to base the Federation on. the assumption of 
its capacity to become an effective international trade association, 
advancing the income and status of farmers throughout, the world, 
Farmers. from different countries may agree together reasonably 
well in a time of food scarcity; but it will be a different tale when 
gluts return. The interests of the British farmer, seeking, pro- 
tection, and of the overseas farmer, secking markets, are inevitably 
divergent—and so are the interests of producets in different 
mations competing for exports. It may be possible—it must 
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certainly be hoped so—to get a measure of world agreement on 
the distribution of future — aoe : but the eventual om 
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Cant be no ying 30. ee through ir 
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research and not trust overmuch “to ‘success in political 
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~ ‘Becaiise those two ne; <itagenies of persons who feel strongly 
about books—teachers and discriminating readers—are in a 
minority, the case for a more favourable treatment of the book- 
‘publishing trade is liable to go by default. The debate on the 
adjournment, initiated by Mr Wyatt on May 9th was, therefore, 
‘the more welcome. 

The book publishing trade suffers from difficulties common to 
most industries.at the present time: it is short of labour by 
some 20.per cent; there ig an acute shortage of machinery, 
‘particularly for book-bindirig; and replacements by manufac- 
‘turers-in~this country take anything from’ 18°to~30 months to 
apps although some relief will be permitted by imports of 

‘book-binding machinery from America:; printer’s ink and glue are 
hinsufficient ; fitel cuts:in March during the coal crisis were heavy ; 
Rhe import. of esparo ‘grass $ essential for most: books, and the 

stocks, which had been rising steadily last summer, after their 
complete depletion during the war have now fallen to a third 
of what they were last October. 

All these facts have their counterparts in a thousand other 
places. The point at issue is 10 decide whether there is a better 
case for giving books preferential: treatment than other: scarce 
commodities. Is there something which differentiates book pro- 
duction from other kinds of production? There almost certainly 
is. For the schools books are an essential pre-requisite of a 
proper education; the shortage is so acute that the education 
‘of many children may be said to be seriously suffering—with 
repercussions which are obvious for the future. The needs of the 
adult reader are less obvious only to those who either do not 
read or read entirely haphazardly: during the war the develop- 
ment of adult education caused a great increase in the demand for 
books, which cannot be met by librari¢s nor by the bookshops, 
‘and those processes of self-education’which are' of immense value 
to the mation and earn richsdividends are being curtailed. In 
the field of exports the special vahit of books is evem greater: The 
raising of the shutters which enclosed Europe has resulted in an 
avid and unsatisfied demand for information about the ideas 
and events outside these barriers, but exports, which amounted 
to 2,550 tons a month in 1938, were only some 1,000 tons a month 
in the first quarter of this year. Yet it is well known that books 
are the forerunners of orher more material advantages. 

Some recognition has been given to these facts by the Board 
of Trade, and the allocations of materials have recently been in- 
creased to 80° per cent of the pre-war level provided that certain 
quantities are reserved for educational and export purposes. But 
this is not enough. Yet further steps should be taken to over- 
come the bottlenecks particularly of machinery, and then to in- 
crease the allocations. The total resources used on book pro- 

ion are so. small that the adverse repercussions enehians 

be insignificant. 


* s * 


Palestine Parley 


Tt is by no means safe to say that nothing will come of the 
United ‘Nations procéédings on Palestine. It is noteworthy that 
ie — een oa the new Committee have been made 
wider than the original” proposal. The experience ‘of 
South Africa at the last | was a warning that Britain, and 


quae may have cause to pmenoet: The United States 





‘United Nations was able to guarantee 
Emperor 
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But even if a “neutral” committee were to bring beck: 

“neutral” report, the Assembly would still have its own decision 
to make, and there is no certainty that Mr Bevin or Mr 
would be very much happier. 7 

If official America is now worried about the Protection of an 
area hitherto left to Britain, is concerned about her 
for Middle East oil and Arab friendship, her Jewish Pressure 
groups, and the temporarily repressed dislike of her masses for 
overseas commitments, there is still not much comfort in aj} 
this for Britain. America needs Middle ‘East oilj but Britain 
absolutely depends on it. The base in Egypt became untenable 
though secured by a freely negotiated treaty. That in Palestine 
rests on a mandate which the British Government itself has 
declared unworkable, and which, in any case, never authorised 
its use for a purely SRR: purpose. 

None of these points has escaped the notice of the United 
Nations. And their first plunge into the turmoil of Pal alestine 
has left them in no doubt of its violence, The Arab States, 
appealing to a right of self-determination which the smaller 
nations will feel it dangerous to ignore, have shown a 
stubborn manipulation of "Sonat boc. Ye. Soren 
abstention is no monopoly of the Soviet bloc. Yer 
have been reminded, for all their defiance, that their 
would be tried to the utmost by a war with 
For behind Shertok, whose Jewish state might so 
a Levantine ghetto, loomed the Irgun, saunas it more as a 
base for further conquest. 

Mr Asaf Ali’s interventions have.,been judicious, in 
with Congress India’s. aspirations to spirjtual leadership 
independent Asia. But he was one of those who voted to i 
independence. for Palestine in the terms of reference. T; 
too, still aloof, but in more friendly relations with Arab suc- 
cession states thap formerly, spoke quietly for i 

Russia and her satellites have taken their inevitable stand on 
unconditional withdrawal of British power, and have 
stubbornly for inclusion of other Great Powers, but not Britain, 
on the Committee. They lost, but there were many abstentions. 
Despite the. embarrassment of agreeing with Russia, many dele- 
gates seem to have felt that this time she did succeed, from what- 
ever motives, in putting first things first. 

Peace in Palestine is at best u ely, but delegates have seen 
force in the argument that British POINT. backed. by America, 
on ruling it as a British base, makes ible. 

With most members of this new 
ations will not weigh as it is said. 
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. on General 
a th etengurktoa of the 

versed. together for an 

ur. Ans I sequently explained 
to comaiealiaa that under the new Constitution the Emperor was 
no longer a “ruler,” but only a “Symbol of _state” ; he was 
not an “officer of the Government” and had “no independent 
authority.” This being so, it might have been supposed that 
the conversation of the fwo men would have run 6n light and 
pleasant matters’ suitable for foreign ‘visitors to Japan, such as 
the tea ceremony, flower arrangement or views of Mount Fuji. It 
would hardly ane seemed worth while for the Supreme Com- 
mander of the Allied Powers to discuss controversial political 
issues with a mere symbol. But according to “authoritative 
Japanese sources ” quoted by the Associated Press, it was politics 
that they talked about. The Emperor: is said to have told the 
General that the Japanese people was much concerned about its 
future secutity now that the Constitution had permanently 
abolished all armed forces in Japan, iind‘cidl stot believe thet Of 


is said to have reassured the Poy telling him that the 


‘United States would guarantee the defence of Japan. 


All this is quite logical if one considers the situation in whicl 


Japan has been placed by its new Jaws. Tf a country is entity 
Leraeble of Gell tictennd. it tan be taken over at say UE: 


a foreign with a few armed “tourists” or parachutist’. 
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As soon as the war in Europe ended, special missions 
were started by TI to every country where they saw a 
possible market for British light engineering products— 
during the past year no fewer than seventeen such visits 
were paid. 
These were much more than trading missions in the i 
mediate sense of the term. They were a were composed, not not of 
salesmen, but of technicians. Their task was not to exploit 
ET ete tae ee 
certain the long-term needs, the special problems, in 
market and to decide how those needs and Pobleans 
could be met, They were to found a technical service 
which would endure. 


pgtenmenbregeccyerng ! a weed: dp touabe” ge Ser gd en 
to increasing use as uction expands, Theirs 

embassies to the of to-morrow . . . for TI teliove 
that to-morrow only value and service will tell, and that 
to-morrow is coming fast. 
















Tube Investments Lid., 3 Grosvenor Square, London, W.1 
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Between the manufacturer and retailer the whole- 
saler is a stabilising influence. He cushions the effect of 
trade fluctuations both on the maker of the goods and 
on the retail distributor. The wholesaler gives bulk 
orders to the manufacturer and holds stocks ready for 
delivery to the retailer In quantities to meet individual 
requirements. He reduces the number of transactions, 
lessens the dispatch worrles of the manufacturer, and 
saves time-wasting interviews for the retailer, 


The wholesaler is a vital linkin the economic 
chain of industry; he Is the channel through which 
goods flow from the manufacturer to consumer via 
retailer with the minimum of waste and the maximum 
of result. . 
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or by a mere threat of invasion, unless it has effective protection 
from some other external source. The United Nations cannot 






wn soon : in, . . 3 : cA rth - wishe: 
to be, the United States can only make sure that no other Power 
will interfere in Japanese affairs by openly guaranteeing Japan 
against interference with a pledge not subject to any veto. 
has Congress yet given any thought to this matter, and, 
not, what authority General MacArthur to commit the 
United States to so vast a liabiliry? A cynic might say. that, 
a symbol, he promised only , oo 
: not 


z 


Slight Thaw in Korea 

__., Just one year ago American-Soviet jati for the 
creation of a Provisional Government in Korea broke down, and 
since then a heavy political frost has blocked all intercourse 
between the two liberating Powers in the unhappy peninsula. 
To-day, however, there are again signs of movement. As a reSult 
of an exchange of letters between Mr Marshall and Mr Molotov 
the Soviet Union has ‘aceepted an American .compromise pro- 
posal’as a basi¢ for new discussions; and the Joint Commission 
is £o\resume its work in Seoul on May 26th. 

‘The mere renewal of negotiations does not, of course, bring 
any: solution unless the two sides now find it easier to agree than 
they did before. The previous breakdown occurred because 
the Soviet Union insisted“ that participation inthe Provisional 
Government should be confined to political parties which accepted 
the Moscow agreement of 1945 which provided for a period of 
Allied tutelage in Korea. As only the Communists and their 
auxiliaries ~accepted™ this agreement so damaging to Korean 
nationalist pretensions, while the other parties denounced it, 
American agreement with the Soviet thesis would have meant 
handing over power in Korea to the local Tito exclusively. So the 
Americans dug their toes in; no Provisional “Government- was 
formed, and each occupying Power continued to do as it pleased 
in its own zone. The Soviet Union has now agreed that any 
Korean party now willing to sign an undertaking to co-operate 
with the American-Soviet Joint Commission shall be admitted to 
consultation, but persons or groups still considered hostile to the 
fulfilment of the Moscow decision or to the Joint Commission or 
to one of the Allied Pawers may be excluded by American-Soviet 
agreement. Much will de on_the interpretation of the new 
clauses. If the Russians continue to press for the exclusion of 


+ anti-Communist leaders on various™pretexts, the talks are likely 


- soon to run into a new deadlock, and-even if a Provisional Govern- 


mefit is at last successfully formed, thefe will still ‘be the formid- 
ablé task of holding. fair elections under the ‘existing zonal 
conditions, _ , . 

Th ‘so far 4s “Moscow” has ‘fnadé’a real Concession in Korea, it 
may be claimed as an achievement for the Marshall “tough” 
policy. Such fruit is the more refreshing because of its rarity, and 


_ it is probably no accident that it has ripened in the Far East—the 
_ region of the. world» outside, the..Western .Hemisphere where 
' American sentiment is traditionally most involved and where 


_ DP’s into Refugees 


excessive tension with thé United Statés would’ be most risky for 


' the Russians. 


* .— * 


The committee that is preparing the way for the International 
Refugee Organisation has taken a leap of faith. Theoretically, 


' the organisation’ carinot assume responsibility for. the displaced 


persons when=Wnrge; expires. on June 30th, because one further 
signature and a further 1.5 per cent of the total budget required, 
must be promised before it can be born. ‘But its preparatory 


' commission has had the sense to ride above theory. Advised by 
_ Sir Humphrey Gale, of Unrra, and Sir Herbert Emerson, of the 
- Inter-Government Committee on Refugees, that the decision to 


sanctuaries for war criminals 








maintain some o isation..caring. for D.P.’s must be taken at 
least six weeks before Unra’s closing date, it has this week agreed» 
_ to assume as from Julyust eperark ibili 


_ sary assets and staff. «For 
' values have been saved. 


nsibility for the neces+ 


mp ane «Garage hain rar anon 
ees zx Ee Pees pepons have 
: ‘remain’ $6 for'so’ long as organi “works, 
with- Russia and its, satellites at. its camps. as, unholy 
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“home” and get their deserts. Moreover, the Jewish aspect of 
the-problem may create its own peouliar-set of complications if 
no one is ready to Clarify the statement made by \ ~ Shertok at 
Lake Success on Monday that the 100,900. Jewish.D,P’s have 


“nowhere but Palestine to which to go.” \ : 
_ It is claimed that the IRO will only succeed if it is enabled 
to do its work quickly, to transform the refugees into candidates 
for naturalisation and to plan its own liquidation when its work 
is done. Only the member governments can help it to do hi 
And of these the United’ States has‘the biggest role to play. | 
cause it is rich in wealth, great in population and was imm 
from war damage, “ Many experts have concluded,” reports its 
Foreign Policy Association, “that the fair share of DP’s for the 
United States is 4,000,000, to be admitted over the. course of the 
next four or five years.” (The proportion would be less in re. 
lation to the total number of DP’s—say. 850,000—than was the 
United States contribution to the total budget of Unrra, which 
re At arena ne is afoot for action towards. this 
umanitarian ‘opulation experts are being quoted on) 
declining American birth-rate, which will be static by rover 14 
the light of this fact, runs the argument, was it noi foolish to 
admit only 6,213 refugees in 1946 instead of the 39,000 ¢on- 
templated under the presidential directive of 1945? i 
Several methods of making an exception to the quota laws’ are 
being publicly discussed. Mr Earl Harrison’s idea of using up 
the unfilled quotas of the war years was. outlined in The 
Economist of April 12th. A plan finding wider support is that of 
passing temporary legislation which would not affect the pattern 
of the quota laws but would admit as an extraordinary meas 


100,000 displaced persons per year in the next four years. Brit 
birth-rate is pny meen The British Trade Unione might 
note that both the. American Federation of Labour and the CIO 
have arrayed themselves on the side of groups supporting sich 
legislation. fare 
* Pe maga * 

Anglo-Soviet Trade } 

Mr Harold Wilson’s statement in Parliament on Monday 
about the Moscow trade talks “was: cautious.’ Indeed, after the 
long and chequered history of Anglo-Soviet trade negotiations, 
caution is hardly surprising. But the Secretary for Overseas 
Trade has returned from Russia in an optimistic frame of mind, 
and convinced that, whatever differences between _ the _two 
countries may exist on the political plane, the Russians are 
genuinely anxious to develop commercial relations. The forth- 
coming negotiations in London may be less smooth, since they 


concern the more complex, ¥ROts” erwesan questions of the 
terms and conditions of ttade, ‘while the issue of a credit, it is 
understood, is again to be raised. - But if the Kremlin is, in fact, 
anxious to do a deal the British Government, the existing 
obstacles should not prove: able. 

Timber and wheat are the main 






s | from areas, at a time when the 
American loan is beginning to run out. But, quite apart from 
the concrete “benefits that ‘should’ result, a trade’ agreement at 
this juncture ‘might have ‘important’ political ‘effects, and should 


j Anglo-Polish 
have begun with the south-eastern E 


assist Mr Bevin when he faces his Jeft-wing critics at Margate. 
~ Shorter= Note °°" 


a The attemp by Lord Woolton and Lard Teviot to arrange for 

joint action in constituencies by the Conservative and Liberal 

National’ parties “is on’ terms suf 
considering — 


latter, ; , 

depend on how far te ve eral ancy ot te 
on how far the tr try, of the L 

National pally bad pe ANE ibs asi ghd : it is Une 

likely that the grass-root conservatism of the local parties, which 

is very different from the brand of conservatism voiced in Pubs 
were 
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Letters to 


Is Britain Finished ? 


Sir,—In your leading article last week you commented on the 
itous and mad answer which is being given to -this 
jon in the United States. I have recently returned from an 

extensive tour of universities in the East and Middle West, and 

the most popular motion for debate was “that the formal dissolu- 
tion of the British Empire would contribute to the maintenance 
of world peace.”" It was our experience that, despite the popu- 
larity of this subject, the youth of America did not support this 

tion, and in fact we won this debate both on audience votes 


‘ 
é 


motion, as a 
and judges’ decisions on all occasions, 

The average American undergraduate is extremely interested in, 
ind well informed on, the Empire. The case for its “ dissolution,” 
which they all confessed was an extremely difficult one to make, 
was not based on the old arguments of imperialism, but on the 
t economic plight of Great Britain which they considered 
efosistent with the burden of a colonial Empire. There was 
universal sympathy for the plight of this country during the last 
winter, and great admiration for the determination which they 
believe the people of Great Britain are showing in the present 
cfisis. —There was no suggestion anywhere, either in public ques- 
tioning or private Conversation, that Britain was “finished.” There 
was justifiable concera over the methods being employed to hasten 
recovery, in particular over the use of the American loan, and 
the news of the tobacco tax which reached the States while we 
were there had a salutary effect on that section of American 
opinion with which we came into contact. There was widespread 
appreciation of the effect of inflation on the value of the loan, and 
a request for a further loan is expected. 

The American Press does not seem to be an accurate mirror 
of American opinion on this subject. Reference during the course 
of the debates to the Time obituary of the United Kingdom 
invariably provoked roars of laughter.—Yours faithfully, 

I. §. Lioyp, President, Cambridge Union 

Kings College, Cambridge 


The Battle of Minden 


Si,—What you appear to be saying in the article in your issue 
of April 26th is that the first objective of British and American 
policy in Germany should be the economic restitution of that 
country, and that, this is being delayed because of the American 
insistence upon confederation as opposed to federation and free 
eiterprise as opposed to social planning. Even assuming that 
your objective is a proper one (and with this I do not for a moment 
agree), it seems to me that economic prosperity depends on neither 
social ing nor free enterprise, but upon an und by 
all Germans that they, if they work hard enough at peaceful pur- 
suits, will eventually be able to improve their lot. This being 
true, surely, of the two alternatives you state, free enterprise holds 
out more personal and immediate hope. Indeed, it would seem, 
judging by present conditions and leaving aside the reasons for 
them in which the Germans are, in any case, uninterested, that 

ican free enterprise holds out greater hope to the 

Mividual than British social p ever will. : 

However, if our objectives in Germany look beyond economic 

iency, which is a very mediocre goal and one that I 
ave thought had been proved in 1919, may easily 
new German war, then it occurs’ to me that it is far 
t the British adopt the American plan of loose con- 
and state’s rights than that the Americans adopt the 
plan, which ‘will certainly lead to industrial centralization. 
indicates that a loose confederation of selfish states is 
of waging war of doing anything else very effectively. 
served in the armed forces for seven years, I consider that 
of the purposes of my service, as far as Germany 
. So, in the } sup, I thick it would be a good 
were an ind ent Bavaria, an independent Con- 
the Rhine, and if the differences. were emphasized 
Catholic South and the Protestant North. Without 
to unite these Lander, you would have a 
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the Editor = 


If the separate states are set up, they will find a means of exist- 
ence. They did before 1866; they can again. 
To sum up:—present economic policies, which. do not look 
the restoration of German self-sufficiency for the sole 
Purpose of saving money for the American and British taxpayer, 
seem to me to be a repetition of the mistake of 1918 and one which 
in the end, will cost both taxpayers infinitely more money. than 
they now must expend, to say nothing of sorrow, heartache and 
lives.—Yours faithfully, MarTIN PHILIPSBORN 
Administration Building, Zion, Illinois 


Development or Welfare? 


Sir,—We should like to support the point of view, put forward 
by Dr M. Fortes in your issue of April 19th, that the East African 
Groundnuts Scheme cannot be regarded as the model for future 
agricultural development in East Africa. 

The scheme raises the question: Is colonial development simply 
a question of capital investment? We suggest that it is not. The 
scheme, as it stands, will make the economy of these territories 
even more dependent on one or rwo raw material exports, It is 
not accompanied by a plan for rapid industrial development which 
could do so much to bring about a steady rise in the standard of 
living. _Finally, as Mr .Fortes says, the scheme “will not work 
in a Kikuyu reserve—the sort of afea in which an agriculrural 
revolution is most needed.” 

To say all this is not to imply that it is undesirable to increase 
the production of groundnuts in East Africa; but to do it in a 
way that will demonstrably assure the Africans that they will. be 
the chief beneficiaries. The scheme would appear to overlook 
the vital need for winning African support. A number of things 
seem calculated to lead to African distrust. (1) There was no 
preliminary consultation with the Africans, surely a negation of 
democratic planning. (2) The employment of the United Africa 
Company even for a short period may arouse suspicion and 
hostility in view of the Company’s unpopularity in West Africa. 
(3) The processing is to be done’ in Britain for an’ unspecified 
length of time and the nut residue to be used as cattle food in 
this country while the African’s acute cattle fodder problem re- 
mains unsolved. (4) There‘is no mention of the wages to be paid.’ 

Will the Government pay wages which would compete with the 


From The Economist of 1847 


May 15, 1847 
The event of the season, and indeed of 
ESTY’S THEATRE, has been the debut of 
ind. Few who take the slightest interest in musical 


Fai quitté 
viens, so dainea tana ee 
hope to distinguish > 

ities for the display of dramatic talent in 
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notoriously low (approximately 15. shillings a month in cash) 
wages paid to African plantation labour at present by ve 
settlers? (5) The Africans haye,liule control over their. Govern- 

ments and therefore can scarcely influence-the way in. which 
profits from the scheme are spent. (6) There is nothing which 
would. give the Africans, who have a very deep attachment to 
their land, a feeling that the scheme is their own. ‘There are no 
clear proposals nor a time limit mentioned for the transfer of 
the scheme to African farmers. 

We suggest that if the support of the Africans is to be gained 
certain measures will be necessary. First, whatever direct labour 
is used for clearing the ground should be ‘paid at rates which 
would lead the way to a mew wages structure throughout East 
Africa. For the first time in history the African should earn a 
living wage. Second, when the clearing work has been done, 
opportunity should be given to African farmers to work the 
scheme on a co-operative basis without interposing a number of 
indefinite intermediary stages. This would give Africans the 
needed feeling of ownership. Third, processing should be carried 
out in East Africa thus providing the urgently needed cattle 
fodder. If machinery for ground. clearing, etc., can be so speedily 
transported to Africa because Britain needs fats, could not pro- 
cessing machinery be equally speedily transported to moect 
African needs? 

Finally, we feel that the main criticisms of the scheme can only 
be met if there is an extension of democracy in East Africa in- 
volving increasing control by Africans over the economic as well 
as the political aspects of their life.—Yours faithfully, 

K. and S. AARONOVITCH 

64 Lissenden Mansions, N.W.5 


Sterling Balances 


Sir,—I can understand the Chancellor of the Exchequer wish- 
ing to scale down the war debts owed by this. country to India, 
Egypt and other countries. But I do not understand the morality 
of the process which borrows the debts on a freely negotiated 
basis and under the hypothesis that they will be repaid, but now 
discovers the belated argument that they must be “ scaled down ” 
because they represent “an unreal, unjust and unsupporiable 
burden.” Were the lenders ever informed while the borrowing 


Books and 


Pattern for World Revolution 


“Pattern for World Revolution.’ By Ypsilon. Jeff-Davis 
Publishing Company. 479 pp. $3.50. 


THE two authors. of this book conceal themselves under a 
pseudonym ; they claim to be ex-Communists and to “ present 
to the American reader the political psychology of those men 
and women who, since the foundation of the Communist Inter- 
national, have fought for its aims in all corners of the globe.” 
The interest of the book is indeed psychological. As history " 
is sketchy and often inaccurate, but its reminiscences of persona 
ties and work in the Comintern afford a peculiarly vivid or picude 
of a world which remains incomprehensible to the Western 
democrat largely. because he is always trying. to interpret | it in 
terms. of his. own conc=ption of politics. The Russian “ pro- 
fessional revolutionaries ” were men whose politics had the force 
religious inspiration. As Nechayey wrote in 187% “ The true 
revolutionary must regatd himself as consecrated. . Every- 
thing in him should be absorbed by one exclusive interest, by 
one single idea, by one passion—the revolution.” From this 
state of mind comes the blind obedience to the. party which is 
everywhere characteristic of Communism. The taiaiers of 
Western countries have acquired it from Russia, but, according 
to this book, they have never been more than “apprentices” of 
the Russian essional revolutionaries ;' they “could. never rid 
themselves. of the faults that originated. in a democratic labour 
movement.” The influence of Communism in the West, however, 
is exerted not only through active revolutionaries, but also through 
“ fellow-travellers,” and of this type the authors make a very 
penetrating analysis. The “fellow-traveller” is not a positive 
revolutionary at all; his oe is a purely negative and passive 
one ; hé is the ‘product of a breakdown in Western, civilisation, 
‘for whom “only a mystery to which one can submit without 


having to think . . . offers peace and rest.” 
~<a Trotsky, 


THE ECONOMIST, May 12, 1987 


was going on that the debtor must be free to decide how 

of the debts he will repay? Has everybody forgotten the 
incurred inthe USA as the resplt of doing the same sort of thine 
after the first world.war?.. 

The task of repaying these ‘debts would undoubtedly be very 
onerous, and possibly crushing, and every step. within the Tange 
of what is honest should be attempted to lighten the burden. But 
don’t let us pretend that the Chancellor's and . its 
accompanying “ chorus of approval ” (which is not “ unanimous ”) 
fall within the category of fine gentlemanly mente ai: faith. 
fully, 

47 Northway, Golders Green, N.W.11 sia 


Sweet Rationin 


Sir,—It is argued with encouraging frequency nowada 
the time is ripe for ending sweet rationing, and recently phe 
Cadbury suggested (see The Economist of April 19, page Xs 
that an increase of one ounce per week on the present ration 
would be sufficient to meet demand at the present price levels, 

While the removal of sweets from the ration would please ev 
one except possibly the 5,000 officials employed on it in the Minis. 
tury of Food an estimated consumption of only § oz. per week 
compared with 7 oz. before the war is surely an extraordinarily 
low one. 

The first effect of raising controls would be to create an 
enormous run on sweet shops, and the only factor which would 
end such a state of affairs would be the firm belief on the part of 
the consumers that all their demands could be met at once, just as 
the only way for a bank to stop a run on it is to meet all demands 
for cash without hesitation. 

Apart however from the necessity of ensuring that shopkeepers 
had ample stocks for the abnormal initial demand, the level to 
which consumption would then fall would rarely be at least double 
the § oz. estimated by Mr Cadbury. With so many avenues of 
personal spending barred by shortages and rationing there’is a 
vast amount of purchasing power available for absorbing any 
luxuries that appear on the market, as is shown by the absurd 
prices paid for uncontrolled fruit, and unul sweet production is 
greatly increased rationing will remain the only way of ensuring 
a fair distribution of sweets—Yours faithfully, 


42 Dalkeith Road, Edinburgh A. R. Smciair 


Publications 


is “not a world reformer and philosopher, but a ruler and a 
conqueror.” They give the name of “the Stalintern” to the 
informal international which has replaced the Comintern since 
the latter’s dissolution in 1943; the new institution is “not a 
working-class international, but the international instrument of 
Russian expansion,” It has no “general and_ universal pro- 
gramme”. except in its relation to Russia, which is its only 
constant. The Comintern from its foundation, being bound to 
Russia, reflected the changes which took place within, Russia, 
and its successor is an arm of the autocratic empire which has 
emerged from. the Russian Revolution: 

In the opinion of “Ypsilon,” the decisive zone of conflict, for 
the “ Stalintern” is now in Western Europe—in France, Ger- 
many and Italy. It is argued that a Communist Party cannot 
co-exist for Jong on equal terms with other parties in a parlia- 
mentary system once it has attained.a certain strength; it myst 
either, grasp supreme. power or decline. For a Communist Party 
to win over a quarter of the voting clectorate in, a pam 
couniry does not mean a proportionate wee 
but simply “indicates that the. political and, social conflicts are 
Sees as. to exclude a parli pugibeaay oct 
We may hope th are wrong in their gloomy forecast of 
the nat future of Ftench democracy, but it hat stilt be 
by the, event. 


National Housekeeping 


“Public Finance.” Ursula K. Hicks. Cambridge Economic 
_ Handbooks ; Nisbet, 387 pages. 10s. 6d. 

Tue very high standard of the Cambridge Economic Handbooks 
series'is more than maintained by. this, its latest volume; though 
it is only fair to warn the reader whose ideas of that series ar¢ 
derived from Mr Henderson’s Supply and Demand ‘ot Mr Dobb's 
Wages, that the newcomer is both considerably longer and very 
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considerably stiffer than the average. This is partly because Mrs 
Hicks, while certainly not an obscure or contig writer, lacks 
that specifically light (and enlightening) ‘touch Which enables Mr 
, H, Robertson, for instance, to make the forbidding topic of | 
positively entertaining ; and partly because ‘her subject, 
gwollen to bursting-point by a dozen years of Keynesian theory, 
eilly includes as much matter as—to choose other examples 
from the Cambridge series—The Structure of Competitive In- 
dustry, the Control of Industry and Monopoly, all rolled into 
one. It is really rather a pity that Public Finance should not have 


been twins. 

This being said, negative criticism is virtually exhausted. 
Public Finance atones for length by comprehensiveness ; it ranges 
from a most useful account of Parliamentary and departmental 

€ in financial matters, through a searching analysis of 
taxation in general and particular, which includes a study of 
mies, and an evaluation of the current (i.c., 1945) British tax-and- 

i structure, to a pioneering synthesis of full-employ- 

and administrative practice. The only omissions 
¢ author apologises) are a detailed discussion of the 
of socialised industry, the technique (though not 
s) of public borrowing, and international fiscal relations. 
structure of the book is logical and convenient. A nice 
is held, throughout the descriptive and historical chapters, 
straight information and critical evaluation ; and the two 
ings ate kept unmistakably separate, which is a most valuable 
ystue in a book destined largely for students. To the general 
the most interesting section is likely to be Part III, en- 
titled Public Finance in the National Economy, and covering the 
tations between public finance and economic activity, the pos- 
sbilities of planned public investment, the significance of the 
public debt, and the need for reform in the presentation of the 
nation’s accounts ; but there is no part of the book which does 
not contribute to the highly necessary purpose of clarifying 
judgment on its vital and difficult subject-matter. 
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Mi gration 


‘Economics of Migration.’’ By Julius Isaacs. Kegan Paul. 
285 pages. 18s. 

To the student of international affairs, who. is seeking some solu- 
tion to the conflicting claims of displaced persons for refuge, of 
under-development countries for skilled labour, and _old-countries 
with falling birth-rates for labour of all kinds, this book will 
cme as something of a disappointment. To the student of 
economic theory it provides a gold-mine of evidence about the 
application of labour theories in the international labour market, 
The book is one for economists, and is fairly heaVy-going at that: 
% such it achieves its purpose in setting out exhaustively all the 
economic forces which have or can be at work to effect the 
wlume of migration. But it leaves almost untouched the situation 
& it is to-day, and does not attempt to assess the present capacity 
of different extra~European states to absorb Jabour, nor to consider 
the practical effects of a drain of labour from countries such as 
Great Britain who are struggling with reconstruction problems. 
The background of policy, not policy itself in the politician’s 
sense, is therefore the author’s theme. Another book remains 
to be written about the practical solutions to the problems of 
ion as the ordinary man sees them, 


iy 


Given this context Mr. Isaacs is certainly thorough, in spite 
of the extremely inadequate or incomparable statistics which! 
are available. The historical background, the factors determining 
the volume and direction of. migration, the bearing of natural 
population changes on migration movements, the measures which 
states have taken to control migration and the effects which 
immigration and emigration have had on the states concerned 
are all carefully gone into. The pros and cons are fully set out, 
and given their due weight, but the only glimmer of Dr Isaacs’ 
own views one is permitted to have is in those sections dealing 
with planned migration, which he regards favourably, especially, 
if planned internationally. Such impersonal impartiality is. ail 
very well for a text-book. But the author would have ‘done his 


own cause greater service if he could have given it a heart and: 
some other human organs. 


Swiss Anxiety 


“ Uberbeschaftigung und Frankenparitat’’ Aussenwirtschafte! 
liche Probleme der Nachkriegskonjunktur Mit Beitragen’ 
von Alfred Bosshardt, Max Ikle, W A. Johr, Charles La 
Roche (Handels-Hochschule St. Gallen). Fehr’sche Buch- 
handlung. St. Gallen, 1947, Fr. 9.50. 


Reports from travellers returning from Switzerland. describe 
it as a country in which milk and honey flows. The Swiss 
themselves, though enjoying the boom, are worried. 

Their problem of “over-employment” is not due to. reduced 
hours of work, unaccompanied by higher efficiency, but to in- 
ternal and external demands for Swiss goods. Dr Iklé (Aussen- 
wirtschaftliche Aspekte der Konjunkturellen Uberbeschaftigung) 
and Dr Charles La Roche (Konjunkturpolitik bei Uberschaf- 
tugung und Uberliquiditat) discuss the reduction of over-employ- 
ment by throttling exports, contracting internal investments 
and the balancing of budgets. Dr Jéhr (Soll der Schweizer 
Franken aufgewertet werden?) and Professor Bosshardt (Die 
Kaufkraftparitét des Frankens und die internationale Wettbewer- 
bsfahigkeit der Schweiz) deal with the question whether or not 
the walue of the Swiss francyshould’be raised. Rightly, they say 
no. For the Swiss price level is above that of its Anglo-Saxon 
competitors—the United States may have caught up since these 
chapters were written. An increase in the purchasing power 
of the franc would hardly secure more imports of raw materials 
and foodstuffs owing to all round scarcities, nor would it con- 
tract exports, which to-day depend on ability to deliver rather 
than on prices, >t 

The four éssays closely connected with one another deserve 
a careful study, both by planners and anti-planners. They are 
dealing with international problems from the point of view of 
a small, efficient country, whose economy is closely interwoven 
with world affairs. They are written with full knowledge of 
the facts, national and international, and of the relevant theories, 
and in the sane, realistic spirit in which the Swiss excel. Their 
authors suggest courageously, though not very hopefully, that 
the boom should be held in check by balanced budgets and 
reduced credits. They realise that timely deflation, which pre- 
vents business from going over the top, is different from a defia- 
tion which is the result of collapse. 









OLD PEOPLE 


"REPORT OF A. SURVEY COMMITTEE ON 

..THE PROBLEMS OF AGEING AND THE 

«CARE OF OLD PEOPLE UNDER THE CHAIR- 
MANSHIP OF B. SEEBOHM ROWNTREE 

(Published for the Nuffield Foundation) 
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Economic Digest 


is a new monthly journal which publishes extracts from articles, 
speeches and books on economics from world-wide sources. 
Entirely non-party, ECONOMIC DIGEST is published in con- 
junction with the Joint Council for Monetary and Economic Research. 
Among the contents of the May issue, now available, are >—~ 
The Finance of Reconstruction, by F. W. PAISH ; Cheap Money 


Technique, by W. MANNING DACEY ; The Expansionist A 


by R. G. HAWTREY ; What do We Mean by State Control ? 
‘by G. L. SCHWARTZ, as well as economic views and news from 
India, Canada, America, and Scandinavia. 

ECONOMIC DIGEST is obtainable by subscription only at 14s, 
for 12 months, 7s. for six months, or Is. 2d. (post free) a single 
copy from— : 


LANTERN PUBLISHING COMPANY LTD., 
10. Drake Street, London, W.C.1. 
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The Last Hundred Years ' 


“ The Age of Revolution.” A Survey of European History since 
1815. By J. J. Saunders. Hutchinson. 18s. 


Mr Saunpers has written a book to describe what the last hundred 
and thirty years were about. He makes no claim to new dis- 
coveries or to a néw interpretatién of the nineteenth and early 
twentieth centuries, but he has taken care to go to the most 
imteresting authorities and to bring sound judgment to bear upon 
his reading of the facts. Here and there he is in danger of being 
too much impressed with the Great Scribes who know how to 
number civilisations and to explain why each one of them has 
collapsed. In the main, however, Mr Saunders’ good seftse keeps 
him away from far-fetched hypotheses and attempts ‘at over- 
simplification. 

The book js divided into three main sections, dealing respec- 
tively with liberal] romanticism, nationalist democracy and 
“ Armageddon and After.” “Within these séctions Mr Saunders 
shows the interconnection of things; the effects of technical 
change upon literature or the influence of works of imagination 
upon political movements. It is mot easy to cover so much 
ground in just under 200 pages, and Mr Saunders is to be con- 
gratulated upon the skill with which he, produces.a coherent 
picture of an age. One word of caution is perhaps necessary. 
The pattern is right, but the colouring is at times over-violent. 
Thus Mr Saunders is a little harsh towards French romanticists 
and even harsher towards French realists (incidentally, he might 
have spent less space upon Zola and allowed himself to discuss 
more significant names, such as Rimbaud or Bann). On the 
other side, the “ philistine” ways of the bourgeoisie are over- 
emphasised ; Mr Saunders might have had something to say 
about the snobisme of professional critics, such as Ruskin and 
Arnold, and their blindness to the new forms of beauty created 
by the engineers. Even on the political side, it should be remem- 
bered, for example, that a “ brutalised urban proletariat” existed 
long before power-driven machinery and factories became 
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common. The figures in Hogarth’s pictures, the Gordon 

and the Sansculoties were not the products of laisser-faire-i 
trialism. Finally, Mr Saunders sometimes exaggerates a politi 
mood. It is difficult to, recover the atmosphere of a period, but 
certainly on the standards familiar to us in the years i i 
before 1939 the term “nervous hysteria” hardly applies to the 
temper of English opinion before 1914. These are, however, mmor 
corrections, and do not detract either from the general merits or 
from the interest of Mr Saunders’ survey. Anyone who reads this 
book will certainly get from ita clear presentation of the general 
background of our time. 


Shorter Notices. 


“ ‘The International Who's Who, 1947.’* 11th Edition. Europa 
Publications, 960 pages. £4. é ; 
This new edition of International Who’s Who is like its predecessors, 

a comprehensive and valuable reference book; its title is self-explana- 
tory and its reputation established. Clan 


“Full Employment and Free Enterprise.’’ By John H, G, 
Pierson. Public Affairs Press. Washington. $3.00. . ~ 


Tus is a collection of lectures, articles, etc., written between 1942 
and last year, and dealing mostly with the principle of “national 
income insurance.” As described, it is a variant of fiscal trade cycle 
policy, consisting in the underwriting by the Government of con- 
sumer spending, which should be’ maintained by the payment of 
national dividend when the employment figures seem likely to sag, 
and restricted by additional taxation when inflation threatens... The 
novelty lies in the setting up of a known and definite total of expendi- 
ture and in the emphasis laid on a concurrent campaign against such 
restrictive practices as might cause the extra spending power to be 
diverted into monopoly profits instead of extending production and 
employment. While the latter element is eivassliiciglt valuable, the 
former calls for a degree of close and sensitive contact between fiscal 
policy makers and the public which not even the American statistical 
services, markedly superior as they are to those of Great Britain, seem 
likely to provide. Dr Pierson does not neglect this problem, but his 
conclusions lock optimistic. 


THE WORLD OVERSEAS 





Bretton Woods Begins 
(From Our US Editorial Staff) 


wis the $250 million loan to France, announced on May 
oth, the International. Bank for _ Reconstruction . and 
Development has. started operations. On. the same day, M, 
Camille Gutt, President of the International. Monetary Fund, 
predicted early activities by the Fund. Thus both the Bretton 
Woods twins are at the starting-point. 

The formative period has been Jong and sometimes agonising. 
But it has not been by any means alt-wasted:~ Both the Bank and 
the Fund have been able to collect’ staffs of high quality, especi- 
ie the ae av tie relations have been_ established 

een the Bank e Fund and bewween of them and 
the US Government. Their location ‘in itodtock-the build- 
img they share is one block from the State Department, two from 
the White House and three from the Treasury—proves to have 
more advantages than was generally realised when the question 
of location was still under argument. 

Now, with the first loan announced, developments are likely to 
come much faster. The Bank’s statutes provide that 20 per 
cent of the. subscribed capital is to be paid in.at the start, the 
rest remaining uncalled except in the event of losses. The pay- 


ment of the 20 per cent will be completed this month and will 


provide about $725 million in US. dollars and gold.-.The rest 
is in currencies of the other members; and is not convertible 
iato US dollars, but is available for loans in those Gufrencies. 
But all loan demands at present—and probably for some time to 
come—are for US dollars. The French loan alone obviously 
arks a substantial portion of the total stock of dollars. Hence 
Bank must soon determine its ability to obtain more dollars, 


which of course can only be done by borrowing in the American 
market. It must do so soon, because a number of other loan 
applications are now in an advanced stage of negotiation. 
Consequently, extensive explorations are under way with the 
market. The Bank hopes to make its first sale of debentures 
fairly soon, and the amount of the first borrowing most frequently 
mentioned is $250 million. But the Bank approaches a market 
still filled with “inhibitions about past adverse” ce with 


relations ; furthermore, the Bank is new, ts_all the proper 
scepticism that anything “new, Ab icred ts meri, encounters 
from persons risking their own or fiduciary Ss.” 
The Bank has, and is telling, a strong story to the market. First, 
it contends that the obligation of member countries to pay up 
the uncalled portion of their subscriptions, in the event ‘of losses 
by the Bank, is absolute on each member, regardless of the action 
of any or all others. This means that the additional sum 
of about 2} billions of US dollars would be forthcoming to make 
good losses even if the Bank’s assets entirely worthless 
Se cin member failed 'to sheet the calls. pr Bank 
er_.contends shat it not. in any way. delay such calls to 
meet losses on the ee aaa ade other, that, the US 


. 
> 


Congress has already appropriated the total, so that there can be 
no delay by the Government in meeting: calls. “The US Govern- 
ment agrees with this statement of. facts. This contention, means 
in effect that dollar obligations of the Bank up to some $2} 
billion are obligations ‘of ithe: United States. (65° | 

Secondly, the Bank contends that American investors.have 
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control ‘of wppthes its lar ©b 0: fever 
oth the liability ‘of the US! Gover - nmtogabes a of fatsther 
they are willing to place any reliance whatever upon any of the 
jpstitution’s assets or upon the of “any members other 
than. the United States. This control, will . be be, exercised . ayto- 
matically by willingness or refusal to buy any obligations in excess 
of that amount. 

“Thirdly, the Bank contends. that the disbursement of funds, 
and thus the need to raise dollars, will be slower than much 
earlier discussion, indicated, “This. will necessarily result from the 

supply of available materials to be purchased, with . the 
porrowed dollars, and the ran slowness with which specific 
reconstruction and redevelopment. projects can be completed,, 
Considerable time will. therefore Pass, aos the Bank’s borrow- 
ings will reach $2} billions. That time will permit an evalua-. 
tion_of its operations and of international developments. ’ 

Whether and to what extent American investors will be satis- 
fied of the validity of these contentions the next few months will 

‘Needless to say, every comma and ce will get the 
severest legal scrutiny. The conclusion’ will determine the 
willingness of the, private market to supply dollars and the rate. 
(The rate of 34. per cent. on the French loan may infer an expec- 
tation, Of ability to sell obligations, at about 3 per cent, with 
} percent for expenses. The borrower pays. an. peidigsgnal I per 
cemt.into the guarantec fund.) 


ee Severe. Scrutiny of Plans. 
The same nearby period thar will test the 
ill subject the Borrowing denrarid to test. What is the volume 
nature of recofistruction and development projects in the 
which can pass the numerous éxaminations imposed by 
Bank’s mechanism; by ~thé borrgwing government, by the 


meme 


Bank’s lending staff, by the Board of the Bank (which, of course, 


isludes representatives of many other  countfiés than™ the 
), and by the American or other: market? What volume 

stand such scrutiny, but at the same, time be ‘unable to be 
fis elsewhere—the Bank being ¢erhpowered -only to do 


financing that cannot-reasopiably be done through other channels? | 
What yolume.of appropriate materials can be obtained, and how | 


fyst can they be put in-place? 


The relationship 20 political finance is “also yet :o be clearly. 


defined. Relief for the needy—funds for Greece, Turkey and 
Iran, for example—are deemed to be outside the scope of these 
isternational fitiancial organisations: But the lime is not. clear. 
Conversely, if the. Bank’s Joans are strictly limited 40 what can be 
jesifiéd by purely. economic arguments, .will they be so suuuall, 
ib comparison-.with the need, that accompanying or corollary 
political loans by governments will, be necessary? 


Finally, and most important of ‘ally what.is-to_be the environ-, 


ment in which the Bank will operate? “To what €xtent will the 
world’s financial mechanism’ be ‘willing to finance international 
wansactions? If the entire or rant burden is to ‘rest 
the Fund and the Bank, both will shortly be engulfed-; for 

it fesources are. sufficient at most Only to do a marginal job. 
y,. the determination of success or failure of the new 

sdventure, even on the assumption. that all else goes well, will 
be pace in Geneva at the International Trade Conference, at 
Success, by. the Council of Foreign Ministers, by the com- 
cy enacted, by the United States Congress, by the 
of the ob. Deeten ‘trials of the.United Kingdom. Excesses 
_ international balances. of magnitudes even 
present sizes will overwhelm. the international 

§ In not not too long. a a time. . The new, adventure. may 
it cannot determine. the outcome. 
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ling the outcome of these many. tests, All that can be said in 
hni-and it is encouraging that so much can be said—is that. the 
eniure.is well launched and, that it has the good wishes of 
ma dwill, who, despite some appeatances to the contrary, 
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-. The French Socialists 


— oa [FROM OUR PARIS connasroripent) 


TWeFiench Socialists entered'a new ‘stage in their career’ last 
ne Set ee ae 


Communist’ Patty no longet finds a aes 
teluctatice and self-examination are some measure © way the 


supply of doliars-. 


‘yoices of the hopeful and the pessimistic. mingle in fore- 
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Position-has changed since the great pre-war days of the Popular 
Front.: Then, too, they governed: without the Communists; even: 
if with much greater self-confidence than success. Since then: 
they -have lost their hold on working-class Seema cettneaet the ‘great 
industrial -wnions -of to-day vote Gommunist 

Policies; can succeed only if the /Gonteusniath—subile..mdindeds 
from the Government—nevertheless. refrain from >active; wr a 
tion. This curious paradox has led many people to wonder where 

the present Socialist leadership wishes to take the party.” It is; 
indeed, one of the great questions of the day whether Socialists) 
will interpret the act of governing without the Communists as 
synonymous with government against them. : 

No group of French politicians has played a more Cen asidiing: 
part in politics since the end of the war than the Socialists. Few 
who were present will forget the sense of drama and achievement 
that invested the election of M. Auriol as President of the Repablic 
in January. The Tricolour unfurled upon: the Fourth Republic 
as a Socialist Prime Minister led a Socialist . through 
the gates of the Elysée that had: been locked for: so long, It was 
almost. a family occasion. wise ge rsh ata Haas 42864 8 


A Party Without . Drive. 


Four Governments have ruled in France since General de Gautte 
resigned ; and three of them were led by Socialists. “The presi- 
dency of the Constituent Assembly was’ held successively by M. 
Gouin and M. Auriol. A single-party government of 21 Socialist 
ministers was formed by M. Blum, and might well have outstayed 
its month of office if M. Blum had been younger or less shaken by 
German gaolers. M. Ramadier, the present Prime Ministef, pre- 
sides over a cabinet which is predominantly Socialist. The party’s 
leaders have held every sort of office, have gone abroad to negotiate 
and sign important economic and political agreements, have often 
represented France. And they have done all this with 2 flourish 
and spate’ of oratory that recall the more gorgeous days: of we 
Third Republic: 

Yet the appearance is misleading. Indisputably,' the Brent 
Socialists are a declining force. The three general elections since 
the autumn of 1945 have shown a progféssive léss of Socialist 
votes to the gain of both Communists and M.R.P.’ (Progressive 
Catholics). The party now is by far behind both its rivals. De- 
clining prestige from the implication, or suspected implication, 
of Socialists in wine, food, and other “ scandals,” would indicate 
that another general election, were one to be held this year, would 
leave the Socialists once again weaker than before. All too clearly, 
the party of'-1947 lacks those qualities°of dynamism and self- 
confidence which made it great, and which, today, are the driving 
forces behind the other two big parties. 

Inquiry into reasons for this deécline would show that’ the 
weakness is not new: The Section Francaise de l’Internationale 
Ouvriére, as the ‘party is officially called, suffered the same split 
in loyalties and doctrines as the other parties of the Second Inter- 
national. The fateful congress at Tours in 1921 hived off a 
majority who were to form the French Communist Party. Ever 
since then the Socialists have been fighting on two fromts a battle 
that nothing, probably, could have prevented them from losing. 
Praline Homestar oe Beem foarte 
common fight against the Fascist leagues masked the truth of 
Socialist weakness ; but the moment passed, and with the war the 
internal divisions which were sapping the party’s strength were 
intensified to the point of disaster. At the first post-war congress 
in 1944, about 80 Socialist deputies were expelled from the party 
for having voted for Pétain, only 10 or 15 voting against. 


Workers Lost to the Communists 


But, far more serious than the split in the leadership, the party 
also lost a great part of its. "Phe gradual inroads 
which the Communists had made into the Socialist voting power 
before the war became a great gap during) the heroic days of the 
Resistance, While Socialist veterans like Pay! Faure were preach- 
ing pacifism before the German. invaders, and trade union leaders 
like Belin collaboration with Vichy, the Communists stood firmly 
and as one man for armed retaliation. This they linked to a a 

programme of social reform’ with which France might face the 
future hopefully and’ solvently.. By the end of the war the 
clientéle of the left-wing parties had significantly changed. The 
Socialists, incomparably weaker in numbers than in 1939, - 
couped their strength from the Radical petty-bourgeoisie ; 
masses of the: working-class they lost to the Communists, 

This telling shift in the electorate has played havoc with the 
doctrine, tactics, and organisational coherence of the party. They 
hold the balance between the Communists and the A 
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enough, and have thus been able to secure leadership even in 
Sere But they no longer know what they 
are after. 

A Socialist party is founded necessarily, and in the narrow 
sense of the word, on a class basis. The idea of class, of the 
struggle between classes, is both its raison d’étre and its method 
of operation. Once this basis is lost the party’s energies run into 
the sand and lose themselves in a confusion of words and mean- 
ings.. The 3} million French electors who still vote for Socialist 
candidates may want social change, may feel opposed to what 
they understand by capitalism, may take pride in being “ left wing 
republicans”: manifestly, they do not want socialism. They are 
people who used to vote Socialist-Radical: small shop-keepers, 
white-collar workers (the only unions in which the Socialists retain 
a majority are the clerical organisations of bank and postal clerks, 
and some others) together with a large number of school-teachers 
and professional workers. 

In these circumstances it is scarcely surprising that. the party 
leadership. has. come to resemble something like a private 
Interessengemeinschaft, while the driving force behind the party’s 
doctrines is now the negative hostility of anti-communism. It is 
the Communists who have campaigned for mational policies of 
wages and production, led the miners to remarkable efforts, with- 
held from nation-wide strikes, bargained for higher wages and 
better living conditions, taken the initiative in demanding 
structural reforms such as the nationalisation of key industries; 
It is the Socialists who, more than once, have frustrated and 
hampered these efforts in a vain attempt to. recover theig former 
supremacy. 


Contrast with British Labour 


With many of the Socialist leaders the hostility to Communism 
has driven them far to the right, so far indeed that more than a 
few would probably be willing to throw in their lot with General 
de Gaulle—as, indeed, they did in 1945. The left wing of the 
party pull hard on the coat tails of the party’s leaders, but with 
uncertain effect. While M. Moutet, the Socialist Minister for 
Overseas Territories, proclaims his loyalty to the principles of 
the French Union, of a union of states freely associated with 
each other, his actions are acclaimed by the colonialists of the 
Right. Internal contradictions have become chronic, 

It will be clear from this that the comparison of the French 
Socialists with the British Labour Party is open to a number of 
important reservations. Ideologically, perhaps, the two parties 
still stand for much the same thing. Both are anti-capitalist, 
both anti-communist, But the composition of the two parties, 
clearly, is radically different. The’ Labour’ party stands firmly 
on its trade union backing, is still a party of the working-class. 
The French Socialists have weak trade union backing (the last 
Congress of the Confédération Générale du Travail, held in 
Paris last April, showed that the Socialist minority commanded 
about three-elevenths of the block votes. cast) ; they can no longer 
be said to be a party of the working-class. 

It is conceivable that this balance of forces may change. If so, 
this will not be by a shift of the working-class electorate in 
France back to the Socialists, but by the formation of a new 
Popular Front in which Socialists and Communists would join 
For: years now the French 
Parti Quvrier Frangais,: in’ which Socialists and Communists 
would sink their identity on a footing of i 
to happen, the comparison with the British’ Party would 
bear examination and might well bear the strain of a close 

alliance between the two’ countries. oF: a 
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Australia’s Search for Oj} 


[FROM OUR CANBERRA CORRESPONDENT] 


Tue Australian Federal Government are convinced that oil in 
commercial quantities lies beneath the unsettled areas of the 
continent. In May, 1946, the Minister for Supply (Senator 
Ashley) announced that under Labour Party administration a 
new approach to the search. for oil would be made immediately, 
Instead of subsidies to private companies the Federal Govern. 
ment would equip and staff the mineral resources survey 
section of the Supply Deparument more thoroughly, use the 
RAAF wartime aerial surveys with a new national mapping 
council and give private companies the greatest possible assist- 
ance technically. 

In the year that has elapsed considerable progress has been 
made. Among private petroleum entrepreneurs there is such a 
degree of confidence that on the Sydney Stock Exchange this 
month shares in Oil Search, Ltd., a holding company in Ays- 
tralasian Petroleum Company Pty., Ltd. (comprising the Vacuum 
Oil Company Pty., Ltd., D’Arcy Exploration Company, Ltd— 
a wend of Anglo-Iranian—and Oil Search, Ltd.), rose 
from 7s. 10d. to 9s. 7d. and Papuan Apinaipi jumped from 6s. to 
ros. $d. For the first time, a systematic attempt has begun to 
produce detailed maps of Australia. This has developed from 
the wartime work of Australian airmen. Groups of RAAF air- 
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craft are being retained for this purpose,’ so° that the géological 
and geographical charting may have as a base defence policy ss 
well as thé Chifley Government’s anxiety to secufe up-to-date 
data on the continent’s resources. ; 

Two senior officers of the Supply Department, with Dr. H. G. 
Raggatt, the Australian geologist, have recently returned from 
studies of oil resources in the United States of America and 
Canada. They found that there were in certain” of the 
American continent, notably in Wyoming and Mor sedi- 
mentary basins for which counterparts exist in Au 
from areas about which geological data is incomplete. Acting on 
the report of these officers; upon information submitted by the 
Shell Company and the Vacuum Oil Company derived from 
private investigations before the war; upon the opinions of visit- 
ing American Army men associated with oil as civilians, who 
helped to build aerodromes and other defences deep in the Aus- 
tralian interior, the Chifley Cabinet decided unanimously that 
previous disappointments and the loss of {5,000,000 in earlier 
searches should not deter them. i 

“It is true to say that most of these past. investigations were 
superficial, that drilling was undertaken on too little evidence 


and that the technical oversight of the drilling was inadequate. 
. . . Nevertheless, the work of the past has not. been altogether 
a waste, since a great deal of information has. been gathered 
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ing. ‘The history of oil exploration throughout the world provides 
; satisfactory answer to objections that absence of surface indica- 
ions of oil on the Australian mainland makes” further’ search 
futile.” This was the statement made by Senator Ashley when 
he announced the Government’s new policy. 


The chief inspiration for the Government’s new policy, which 
will cost the taxpayer more in:technicians and technical equipment 
than the method of subsidies, lies in the fact that kerosene-bearing 
shale has been tapped in New South Wales since 1865. Production 
has steadily increased, making Australian production of shale 

irit, including benzine, benzoline, gasoline, pentane petrol and 
naphtha, a major item during the war. Oil was found at Lakes 
Entrance, Victoria, in 1945. In 1922, Mr J. L. Stevens, from 
London University, reported that the discovery of true mineral oil 
in “the striking geological area of Kimberleys, of Western Aus- 
tralia,” might eventually make the district “one of the world’s 
great oil fields.” 


The Strike at Roma 


The Government is also impressed by the enthusiasm of 
scientists, who show that there are many areas with a considerable 
thickness of marine sediments worth testing for oil and gas possi- 
bilities. .Conditions similar to rich oil areas on the American 
continent are found not only in the Tertiary rocks of Papua and 
New Guinea, but in several sedimentary basins on the mainland. 
The most important of these basins are: the Great Artesian Basin 
with its marine formations ‘underlying its eastern border, the 
Main Coal Basin of eastern New South Wales, the small Tertiary 
hasins in Victoria and South Australia, and the very large basins 
ig the Kimberley and North-West districts of Western Australia, 

lIn particular, the most-encouraging signs of oil have come from 
Roma, in Queensland, where artesian bores, sunk in 1990 ‘for 
water, struck natural gas (always associated with petroleum) 

ient to light part of the town. One well, drilled since, dis- 
ed millions of cubic feet of wet. petroliferous gas, which 


thousands of gallons of petrol sold to Jocal residents... 


ts now contend thit Roma has not been satisfactorily ex- 

, that only to wells have been sunk to bedrock, whereas 
fa similar field in America there would have been hundreds. 
‘Four Australian oil companies announced ‘in March that they 
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would prospect ‘10,000 square miles in the Roma District. These 
companies are the Roma North Oil Co., the Australian Oi 


popes Co., the Roma Blocks Oil Co. and the Kalimna 


Co. A joint report from these companies claimed that in the 
past drilling had not been deep enough. 

The Government’s own surveys in the area have convinced 
the Cabinet that success will follow geological and geophysical 
surveys with magnetic equipment and.the reflection seismograph, 

The Vacuum Oil. Co. -has set aside {1,250,000 for oil search 
throughcut Australia, following the Government’s new assurances 
of technical assistance. The Shell Oil Co. through its subsidiary, 
the Shell (Queensland) Development Co., Ltd., has spent £250,000 
in the Roma area, including some work before the war. 
company now plans to spend at least £750,000 there in the next 
four years. : 

The Prime Minister (Mr J. B. Chifley) has announced récently 
that all hindrances, including the dollar problem, will be set 
aside to expedite the import of essential. equipment for the oil 
search. All recent maps of the area will be re-drawn, Common- 
wealth geologists. wlil be made available. on the. spot and 
the Federal authorities will work in the closest co-operation with 
the Queensland State Government. 

Although the oil search is now concentrated on Queensland, 
the RAAF will carry out a photographic survey of north-western 
Australia from Broome, beginning in June.’ Permits have been’ 
issued to the Australian Mining ‘and Smelting Co. to search for 
oil in the Victoria River district’ of rhe Norther. Territory, and 
the Minister for External “Territories (Mr. E. J. Wardy has 
announced “the closest support for efforts to tap the undoubred 
oil resources of Australian external territories, especially Papua 
and New Guinea,” 


This search for oil is: linked with the general policy of -re- 
assessing Australia’s natural resources. The Minister for Post- 
War Reconstruction and. Minister for Defence (Mr J. }. Dedman) 
is, directing all his Scotch. canniness. into the search for uranium 
“so that atomic energy may be used for industrial. purposes and 
the Australian coal problem reduced,” 

Australia’s present rulers have set their minds on developing 
the secondary industry, which alone can support a large population. 
They believe the fuel and energy needs can be guaranteed. They 
have high hopes of oil as abundant as the gold discovered in‘ 1851: 
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AMERICAN SURVEY 





Recent Developments in PMH 


(From an American Correspondent) 


VERYBODY, as is well known, talks about the weather, but 
nobody does anything about it. In the two years since 
the war began to end, much the same remark could be made 
about production per man-hour in American manufacturing 
industry. Everyone favours its ‘rapid rise, hopes for it and pre- 
dicts it, but the figures on PMH for all US manufacturing have 
stubbornly refused to budge appreciably from their 1941 level. 
This result closely parallels the experience of 1914-19, when 
PMH after the war’s end turned out to be slightly lower than 
when the war began. But in 1920-22, the sequel to the wartime 
levelling of productivity gains was a series of three successive 
ten .per.cent yearly gains ; PMH in 1922 was one-third higher 
than in 1919. After.a slight interruption in 1923, another one- 
third gain was recorded by 1929, and still another from 1929 to 
1939. Back in 1945 the reason for Mr William H. Davis’s sudden 
removal from the chairmanship of the War Labour Board 
was said to be a statement he made to the press that PMH could 
be expected to increase by 50 per cent in the first five post-war 
years, and that consequently wage rates could be increased by 
§0 per cent in the five-year period without increasing prices. 
Mr Davis may have looked up the record of the years following 
World War I; at any rate, he was far from alone in expecting 
rapid post-war gains in PMH, which have been predicted almost 
as universally as a 1947 recession. 

Whether the 1920-22 experience of a rapid rise in produc- 
tivity, is about to be repeated depends B poara.! on two sets of 
factors; the long-range development of technology and mech- 
anisation which has accompanied the steady advance in PMH 
since before the turn of the century, and the temporary factors 
leading tordeyiations above and-below the trend. The reasons 
and cures for these ‘shorter-term variations must be sought in 
the attitudes Of workérs towafd their jobs Gfid in the occasional 
shortcomings of operation, , 

Th vee of eee es morale, of course, directly affects the 
efficiency of their operations. A feelimg that the employer’s (or 
the immediate supervisor’s) attitude iS one \of fairness to and 
personal interest in the workers is indispensable to an enthusias- 
tic attitude on the part of employees toward their work. The 
atmosphere of bitterness and distrust which has characterised 
employer-employee. relations in récent years demonstrates wide- 
spread lack. of such a feeling, and can scarcely have been 
conducive to enthusiastic effort. EE ESS. 

IH pile Getta te evdeape Sel ebablasy"and eepcrience 
PMH. Dilution ave of ability” experience 
of a workii ae by nee of an abnormal proportion of 
“ screen” help means efficiency until the training and ex- 
perience of the new workers is brought up to a normal ‘standard. 
As greater selectivity in selection of new employees becomes 
possible, and as the average experience of employees increases 
with reduced turnover, such wartime losses in PMH as have 
occurred because of high labour turnover are likely to be regained 

uickly. : , 
. On the side of plant operations, the. most frequent cause of 
erratic productivity records in recent years has been the erratic 
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flow of materials in many plants. The time lost in waiting for 
materials and parts is not only seriously detrimental to worker 
morale and costly in terms of payroll and idle facilities, but can 
seriously distort the record of PMH. Improvement has 

been noted in the availability of many materials and parts that 
were previously hard to, get, .and substitutes have been 
developed for others ; further progress in solving this pro- 
blem is probable in the coming year, and a decline in demand, 
even a fairly modest one, would remove it in most cases. 

The dilution of plant management which was forced by 
the rapid rise of war production, by the inroads of wartime 
conscription and by increased switching of supervisors from 
one employer to another also served to nocacs, print efficiency, 
and hence PMH, during the war, years. of experience 
and training in supervisory work meant at least. a temporary 
period of inept leadership and direction by many tank and 
ee eee themselves suddenly transformed into 
supervisors. ere again, however, added experience and 
training, coupled with the weeding out of misfits and the 
return of experienced supervisors from the armed forces, indi- 
cate that whatever wartime loss of efficiency resulted from the 
dilution of plant management, either has already been, or soon 
will be, regained. 

Several of these short-range factors point to the probability 
of improvement in PMH in American manufacturing over the 
next year or so. But despite the importance of the human 
element in the day-to-day and month-to-month operations 
of industry, there is little reason to suppose that the average 
inherent aptitude and effort brought to the job by millions of 
workers has been multiplied to any extent from one decade to 
the next. Yét in the forty years preceding World War II, 
PMH in American manufacturing more than 4ripled. Clearly 
this lenger-range uptrend requires “some other explanation. 

It is not necessary tolook far among the nations of the world 
to see that more than willing hands and raw materials are 
required to achieve a high level of per capita output, and hence 
of per capita consumption. The missing link is machinery, and 
the whole complex’ of ‘transportation, communications, tech- 
nical skill, ingenuity and human drives ired to bring 
machinery into being and to harness it effectively to production 
requirements. It ay be of interest to recall that over the same 
re in which PMH in American manufacturing slightly more 


than by the number of man-hours available (granting, of course, 
the need for enough of both). ite 
__ The outlook for progress on this longer-range sector of PMH 
is brightened by the fact’that production of producers’ equip- 
ment in the United States is now proceeding at nearly three 
times the average level of 1935-39, accompanied by the expan- 
sion of electrical generating capacity also at about three times 
the pre-war rate. While this high rate of capital formation may 
also be considered a factor of unbalance in the 
economy, it appears likely to continue for at least some months 
lay the for a later advance in 
is ( 


operation. Similarly, improved processes developed during 
war to reduce piddacton time sll Golise inee-amere wideapeand 
ain: se 
The greatest single step which could be taken toward a 
increase in PMH appears to be solidly 
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developed in part to maintain employment against. the inroads 
of technological development and in part as protests against 
“speed-up ” pressure by are-practised openly by 


sme unions and informally (but very effectively). by others. 


These rules include such examples as-extra trainmen going along 
fora ride (on full pay): in. railroad operations, the ‘required 
employment of standby musicians where recordings are played, 
the limitations on the width of brushes painters may-use or the 
number of bricks a hod-carrier may carry, the prohibition of 
spray guns for painting, the establishment of low quotas as the 

d — of A day’s work, and the whispered “slow 
down, buddy,” in, the ‘manufacturidg plant. “It has been 
variously estimated that'PMH in American industry could be 
increased Overnight by one-fourth to one-half or more by 
diminating such practices and bringing workers generally up 
to standards demonstrated as practical and humane. There is, 
however, no early prospect of their elimination ; in fact, they 
serve frequently to prevent technical innovations known to be 
practicable and economic in themselves. . 


765 
While PMH in 1946 for all US manufacturing industry aver- 
aged almost exactly the same:as in 1941, the makings of future 
gains exist in both the short-range and longer-term factors men= 
tioned. None of the shorter-range factors tends further down- 


ward, while some show prospects of early improvement, and will 


probably account for the first gains. Progress as rapid-as the ten 
per centa year pace of 1920-22 seems ‘too high to expect ; at 
the other extreme, the one-third advance from 1929 to 1939 is 
likely to be exceeded over the coming ten years. Within these 
limits of 3 per cent and IO per cent per year, any of the middle 
figures seems an equally reasonable guess for the average gain 
over the next several years in manufacturing industry. | These 
ratios, of course, are not applicable to the whole output of the 
country, in which manufacture—precisely because of its rapid 
progress—tends over the years to play a proportionately 

role, the various form of service occupations, where PMH 
on ana so quickly, a ee eat the same reason, 
ra this nature can hardly ied to the general level 
of wages throughout all acteualinge 


A’ Southern Liberal 


(From a Correspondent in Alabama) 


"HE failure of liberalism, for want of competent, leadership, 

.. is being demonstrated in the southern state of Alabama. 
Mr. James E. Folsom took office as Governor of Alabama on 
20, 1947, ‘under circumstances of extraordinary 
Only 37 years old, a handsome giant towering six 
tt eight, he had been chosen last June by the greatest major- 
ity in the history ‘of the state. He had campaigned on the 
most liberal en et offered eo ese minimum 
anmual pay of $1,800 for teachers; $50 old-age pensions; a 
igantic rural road programme; abolition, of the poll tax; a 
new, modern state constitution; and. reapportionment of repre- 
sentatives in the Legislature among»the counties for the first 
time since 1901. Soon after his'election people were acclaim- 
ing him as the most popular public figure in generations; his 
Givers wert calcaleting thie eaer yest when he would sweep 
aide all opposition for the US Senate; and talk even went 
aound that this sensational Southern liberal might make a 
fine running mate for President Harry Truman. in 1948... But 
in. the. few. months since the. inauguration, things have. gone 
adly, As the Legislature comes into regular session this 
month, the Folsom programme jooks hopeless and the Folsom 

faded 


promise has faded. “ar 

“Big Jim ” was reared in rural Coffee County, the son of a 

wnty politician. He spent one year at the University of 

a, and one year.at Baptist Howard College, in Birming- 
tinguishing 
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uimself at. neither institution. After two 
merchant seaman, and three more in small govern- 
during t’s first. administration, Mr Folsom 
campaigned for Congress. He was soundly defeated. 
ting at that time no claim to liberal philosophy, he ran 
in 1938, but suffered a worse defeat. Having established 
insurance agency as a means of livelihood, the irre- 
sible country giant in 1942 was a candidate for Governor. 
is time, offering a clear-cut progieseys platform and appeal- 
shrewdly to labour. and small farmers, he astonished 
erybody by running second. Most of all he surprised the third 
idate, whose followers actually gave Mr Folsom. financial 
wpport in the belief:he could do no better than fourth or 
fifth and might take votes away from the leader. 
ie brief wartime service in-the army and then in the 
fletchant Marine, Mr Folsom offered himself as delegate-at 
(ic., elected by the whole State and not by any one sub- 
i the 1944 Democratic National 


uF 
oe 


ae 
ae 


iff 


F 


When the campaign for the Governorship started early in 
1946, one candidate, Handy Ellis, lieutenant-governor and a 
middle-of-the-road veteran ‘politician, seemed to hold an ‘in- 
surmountable lead. He had the support of many of’ the 
strongest organised groups, such as the teachers and the muni- 
9 and courity office-holders. The only real obstacle for 

His seemed’ tobe Joe Poole, extreme right-wing voice of the 
big farmers and industrialists.: 

But Folsom was undaunted. 
and suds bucket, “ Big Jim ” delighted the voters with promises 
to oa out the State capitol in Mon 
on his campaign tours to let his “ Strawberry Pickers ” -stri 
band: play hillbilly tunes, he‘capitalised on the prevailing ae 
war dissatisfaction with thos¢ in office. He promiséd to throw 
out “ the old’ ring” and run the government for’ the people— 
“for you and you and you,” he would say, pointing 
the audience. He talked very little about his latform, pre- 
ferring to generalize on the virtues oF ay, esas? cooking. 
He cannily avoided attacks on any individual or candidate; 
Ellis -and Poole hammered away, each seeing the ‘other as his 
major adversary. But when the votes were counted, Folsom 
held a strong lead in the field of five, Ellis was second and Poole 
out of the race, a poor third. In the run-off (the second elec- 
tion between the two leaders), Ellis pictured Folsom as the 
candidate of the CIO, who would be controlled “by Sidney 
Hillman in New York.” “Big Jim” denied nothing, lumbered 
right ahead with his mop and bucket, his string band, and his 
recital of joys on the farm. The people gave him 205,000 
votes with a record-breaking victory. margin of 60,000. 

It was a stunning defeat for machine politicians and con- 
servative business. Mr Folsom won with few, if any, political 
obligations to selfish interests. He won without a word against 
labour, without a sneer at. the Negro, and with a liberal pro- 
gramme previously regarded as eee in the conservative- 
voting South. Here was a political miracle, a chance to prove 
that with forthright liberal leadership the South could advance 
rapidly. But did “Big Jim” mean what he promised, and 
did he possess the capacity to get the promises carried out? 

While Mr Folsom’s good intentions are now accepted, the 
failure-of his administration began long before he ever took 
office, He spent time in night clubs and on Gulf of Mexico 
beaches that should have been spent meeting members of his 
legislature’ and «whipping «together a coherent administration 
j ‘ogramme. Continuing his campaign practice of kissing every 


pretty woman in sight, he found that what had seemed to the 
public jolly showmanship in a candidate on the hustings was 
vulgar exhibitionism in the governor-to-be. A Justice of the 
US Supreme Court ‘advised him: “If 

politics, you can live as gaily as you p 


are a conservative in 
and get by with it 3 
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but if you choose to be the le’s man, you must walk the 
straight and narrow path.” Folsom laughed it off at the time, 
but he gets the point now. Matters were not aoe ne speech 
we bama. 


his candidacy. But after the election most editors were ready 
for peace ; Folsom’s “ lying newspapers” speech sounded like 
war. 

Following a tumultuous inaugural parade, which the 67 
counties made impressive with floats emphasising education, 
Governor Folsom proceeded rapidly with the engineering of his 
downfall. He expressed dissatisfaction with the quality of the 
Executive Mansion, and with the size of the Governor’s yacht at 
Mobile. He placed many new names on the payroll at fancy 
salaries, not a few of whom were members of his own family. 
He permitted his top executives to circumvent the State Civil 
Service in making appointments to pay off political debts. He 
himself named obscure inexperienced young men to posts. that 
required reasonable experience and maturity. He demanded of 
the Legislature an increase of more than % million annually 
in State appropriations for various good causes—principally 
education, welfare, and roads. To provide funds on this scale, 
he suggested taxes of many kinds, affecting virtually every 
organised group in Alabama. Conservatives for the most part 
received all this in silence, but prepared for the showdown. It 
came unexpectedly. 

Alabama has long suffered politically and economically from 
an undercover alliance between the big industrialists (popularly 
known as the Big Mules) of Birmingham, many of them repre- 
senting Eastern capital, and the Farm Extension Service at 
Alabama Polytechnic Institute, Auburn. The. Birmingham 
financial interests, politically helpless without some farm support, . 
found it in the agricultural and mechanical college, whose 
executives have been able to control the leading farmers’ organisa- 
tion, the Farm Bureau, turning its influence away from co-opera- 
tives, Cheap farm credit, and liberal politics. Of course, this 
group had fought Governor Folsom., He moyed_to clean house. 

With his first objective..the control of Auburn’s Board of 
Trustees, the Governor made appointments to fill three vacan- 
cies. . These, teeter with members already friendly to him, 
were €no e new board, met, heard charges against the 
offending Extension Director and his Assistant, but decided to 
give the defendants a few weeks to prepare. their case. Then 
the storm struck. ee parce peseens initiate, court 
action. . restraining ee Fo pointees from service on 
the Board until the Senate Saeny, them. Senate approval 
had .always been perfunctory in such cases. Whereupon 
Governor Folsom, on just .two days’ notice, called the Legisla- 
ture into special session to confirm -his appointments and con- 
sider a new State Constitution. He had not polled sentiment. 
He thought the Legislature would bow to the people’s Governor. 

When the Legislature gathered in Montgomery, the House 
and Senate refused even to.consider a new constitution, In 
Senate manceuvres related to. the. Auburn trustees the Governor 
never had more than six_of the 35 votes, He had to withdraw 
his nominations and send up others satisfactory to the opposition. 
After only two days the Legislature adjourned without even 
notifying the Governor. 

This abortive special session ended the prospect of a militant 
liberal Folsom administration. The “ Big Mules ” took heart. 
Some of them, overly exuberant, began talking of impeachment, 
but wiser heads said, why risk public indignation when the 
situation is in hand? To-day the status quo at Auburn seems 
assured, the legislature is under reactionary control, and the 
Folsom rebellion is dormant if not dead. 

To liberal Alabamians, many of whom did not vote for Folsom 
because they feared his inexperience and. untried personal 
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qualities, the débacle is disheartening. Accustomed: to consetyg:* 
tive if not reactionary state administrations, by a strange 

political upheaval they were handed a liberal Governor ; now 

they wish they did not have him. His failures may discredit the 

progressive cause in Alabama for years. The State’s two liberal, 
US Senators, Lister Hill and John Sparkman, openly supported - 
Folsom. ‘Unless * Big Jim” makes an unexpected come-back, . 
his weight may be a heavy drag when Senator Sparkman runs: 
for re-election in 1948, and Senator Hill in 1950. 


American Notes 
Mr Acheson’s Swan Song 


Mr Dean Acheson was entrusted last week with the task 
of acquainting the American public with the magnitude and the 
duration of the world’s economic needs, and of driving home the 
unpalatable conclusion that only the United States can, by meet. 
ing those needs, avert an economic and political crisis of the first. 
order. In Mr Acheson’s analysis, the prime facts of international 
economic life are the staggering predominance of American pro- 
duction which has followed the destruction of the war, particu- 
larly as it affected the; workshops of Germany and Japan; the 
slow rate of world recovery, delayed as it has been by “ Acts 
of God ” like last. winter’s ordeal ; and the world’s desperate need 
for American goods, for which it cannot pay for several years, 
This demand is reflected in expected American exports of. $16. 
billions in-1947, while imports are expected ‘only ~ to teach - $8 
billions. ‘Taking all other means of payment into account, there 
will still be an international dollar deficit of $5 billions in 1947, 
which is being covered by emergency financing by the United 
States, But these appropriations will run out towatd the middie. 
of 1948, and there is no prospect that. the ill have, 
diminished. ._To a sympathetic audience of cotton exporters,..Mr 
Acheson submitted a five-point programme, Every effort must 
be made to encourage imports into the United States; the 
United States must be prepared to continue’ financing ‘fo 
purchases of American goods,-through the Export-Import Bek. 
the World Bank, and, in’cases which cannot -be met by ‘these: 
institutions; by direct loans" from the American government. 
Every measure must be taken to rebuild the German and 
Japanese. productive -machines.. Meanwhile, because even 
American resources ate not, limitless, the United States should 
direct its aid to. countries where it will .psomote economic and 
political stability and. free institutions. ee order to carry out 
this. programme, it will be necessary to renew this June those 
domestic and export controls which are needed to assure , the: 
movement of goods out of the United States and muro the“right 
hands abroad. 
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This in substance, is the new foreign policy which Mr 
Marshall brought back from Moscow in liew of a Russian settle- 
ment ; though there is no’ feason 0 believe a political reconcilia- 
tion would have solved the g dollar’ shortage. ‘For the 
first time, it puts the facts of international life in theif proper 
perspective. Mr Acheson’s speech is a synthesis of the President’s. 
speech at Waco, and the Truman Docttine, with the further funda- 
mental recognition that the contributions America has already 
made to European recovery can only be cut short at the cost of an 
economic and political crisis of incalculable proportions. The 
Administration has thrown down the gauntlet to the whole 
economy drive in Congress (in passing, it might be noted that 
Mr Acheson is leaving government: service precisely because it 
does not pay enough to keep its best'men). It is trying to stem 
the tide that is running against tariff reduction. It points a ster 
finger toward heavier burdens abroad at the moment 
when Congress is most irritased and frustrated by the delays im 
tax reduction at home. If the much advertised recession arrives 
this year, the opposition to both these proposals will.harden to 
concrete... That it was.Mr Acheson, and not Mr Truman or Mr 
Marsball, who made the speech, suggests that no very hospitable 
reception is expected, . 

The first responses show that commentators, still 
the Truman Doctrine, have with few exceptions seized u 
“selectivity” of foreign aid, rather than the magnitude 
gigantic underwriting proposal, which if the policy were 
accepted, would aeeaeene am annual figure of 
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of foreign issues. Yet many observers report a deterioration, 


‘. recent months, in consultation and co-operation between the 
i femnistration and the Republican leaders on foreign affairs 
snd there is every Ta of a‘ tightening of the party Jines’ 
over domestic affairs. ‘The solution to the biggest issue which: 
Mr Truman has ever laid before the American people lies across 
y steadily widening political divide. If the world’s need were 
not so pressing that some alleviation must be found,-it- would-be 
hard not to regard Mr Acheson’s swan-song as a noble might- 
fave-been, a trial balloon punctured almost before it has been 


* * * 


Bank Loan Expansion ’ 


The igpest peacetime boom ——— a a vigorous 
expansion of bank loans which, during 1946, recorded the largest 
yearly gain ($5 billion) since the inflationary period of ‘1919-20, 
and to the highest level attained since 1930 at nearly $32 billion. 
Over the first quarter of 1947, moreover, the pace of expansion 
was equally rapid, on the basis of partial figures supplied weekly 
by reporting member banks. At this rate, the 1947 record would 
surpass the all-time loan peak of $36 billion recorded in 1929. 
But the latest business reports throw considerable doubt on the 
life of the upward tendency. 

The 1946 figures, which were discussed in the March Bulletin 
ofthe Federal Reserve Board, mark an important, though far from 
decisive, reversal of wartime banking trends. The Bulletin notes 
that the importance of bank loans, both in relation to gross 
national product, and to the balance-sheet totals of the banks, is 
today far below that of 1919-20, or 1925-30!. The severe process 
of liquidation which began in 1929 had four years later eliminated 
twothirds of the earlier volume. Not until 1941 did loans again 
develop vigorously, and wartime activity reflected in a very large 
measure the role of the banks as underwriters to the Government 
deficit. “ Bank investments consisting primarily of Government 
securities are now the major form of bank assets and account for 
about three-quarters of total commercial bank credits outstanding, 
compared with one-quarter in 1940.” Preliminary 1946 figures, 
with those of earlier years, are compared below : — 

Att ComMMerciAL Banks 
(in million dollars) 


Loans Investments Deposits 
Dec. 31.:-— OO ee 
US Govt, Others 

BODO fesc eee 17,243 16,300 7,124 57,702 
41 ....... 21,711 21,788 7,223 71,248 
MUBD oes ces 19,117 59,842 6,136 105,923 
MWD ewes 26,076 90,613 7,331 150,227 
196 ....... - $1,250 74,900 8,050 138,300 


Expansion in 1946 covered all the main groups of loans, apart 
from farm loans, which, with the prosperity of the agricultural 
community, showed no significant change, and loans against 
security operations, which totalled about $7 billion at the close 
of 1945, and which were almost halved in the course of 1946. The 
ban on margin trading in Wall Street through most of 1946 was 
pattly responsible for the decline, but the main contraction fol- 
lgnied from the reversal of the wartime pattern of credit expansion 
inthe shape of Government securities. The resultant uncertainty 
concerning short-term money rates was sufficient to bring about a 
heavy fall in loans on Federal securities which had accounted for 
no less than $5 billion of the end-1945 total. 


* * * 


Funds for Industry 


. The feature of 1946, however, was “the widespread revival 
in demand for credit by commercial and industrial concerns.” 
particularly from June to December. The rise in the loan total 

Mthis group was almost 50 per cent arid carried it to a new 
peaklevel of $14 billion, accompanied by a substantial advance 
Mfeal estate and consumer credit advances. This business loan 
Wlume deserves emphasis in the light of the vast growth in 

siness assets from 1940 onwards, and of the extremely con- 
etVative financial policy adopted by industry—no less than $33 
billion was put to reserve in the years 1939-46 out of net corporate 


At has now become strikingly apparent that the growth in liquid 
wets (far from evenly distributed) has been by no means sufficient 
® cope with the problems of expansion within a period of strong 
pressure. The physical volume of production is 75 

Pet cent higher than that of 1939, and the wholesale commodity 
Mice-level has more than matched this pace. Heavy costs for re- 
t, inventory growth, trade credits, even strikes and 


767 © 
transport delays, have contributed their quota to the demand for’ 


working capi These are normal features of any i 
period. So also are those activities less direct! concerned with 
notes :=~ 


' productive’ effort, and concerning which the 


_"Some funds were used to bid for scarce material and labour 
resources or to swell demand in short supply without 
resulting in any substantial addition to the national product. Some 
«+s were-encouraged by inflationary price advances to seek 

for inventory speculation, and these loans not only added i 
to production, but tended to reduce total output. 


In everit, the banking system in 1946 met q major part off 
the bushel for fresh working capital, although security 
issues, for new capital, soared above any recent year:— 


DomEsTIc Connapare IssuEs* 


(in milion dollars) ai ey 

Notes'and’= = Stocks’ = -Totab & 
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* Excludes refunding opera 

Low money rates have put a sharp premium on bond financing.) 
But the stock market collapse of last autumn put a heavy brake on’ 
security issues. Through the summer of last year, when orate 
issues for new capital were running at an annual rate of fully, 
$4 billion, preferred and common stock offers exceeded the dollar 
volume of notes and bonds offered. More’ recently, there has 
been evidence of a greater demand for more permanent finance, 
but the scales still seem to be weighted against any marked revival 
in equity financing. 

* * * 


The Labour Bill 


The Senate, by a vote of 68.40 24, has now passed its own 
version..of the reforms necessary to redress the “bias toward 
labour ” of the Wagner Act of 1935. It begins to look as though 
Mr Taft may yet persuade the Senate to join the House in passing 
a labour Bill over the President’s veto. The final vote in the 


One of these, which would have allowed private employers to 
secure injunctions against unions, was withdrawn entirely in the 
interests of Republican solidarity. Another, which would have 
curbed industry-wide bargaining, was defeated by 44 to 43, On 
this vote, 16 Republicans joined the Democrats, while 12 
crats. supported Senator Taft. Two other amendments adopted 
restrict and supervise corporate contributions to union welfare 
funds (the United Mine Workers’ Fund ‘is sdid to ‘have reached 
$10 million since last year) and probibit union coercion of 
members, 
Despite more victories than. defeats for Mr Taft, the Senate 
Bill remains very much less punitive than that adopted by the 
House, which secks to outlaw industry-wide bargaining, juris- 
dictional and secondary strikes, the collection of union dues by 
employers, mass picketing, and the election of Communists as 
union Officers. The two Bills are alike in banning the closed shop, 
in giving the government the use of the injunction to delay serious 
strikes, in establishing a new mediation board, in listing unfair 
union practices, and in requiring financial reports by unions. 
Even such friends of labour as Senator P have agreed to 
the provision requiring a 60-day cooling period and giving 
the government the power to secure injunctions to deal with 
nation-wide strikes like that which may break out in coal. after 
June 30. The central question is whether the Bill which emerges 
from the conference between the Senate and the House will 
retain. so many odious features that the President will feel com- 
pelled to veto it, and leave the government withour powers to 
halt large-scale stoppages, which, as in the case of coal, might 
undermine the foreign policy of the Administration. . This would 
be throwing the baby out with the bath-water. Mr Truman will 
have to balance considerations like this against the damage the 
Bill may do to labour relations, and to his own political future. 
Should the President decide to veto, and the veto be sustained, 
the Administration would then. press for a mild measure already, 
sponsored by Senator Murray. The vote in the Senate does, 
indeed, suggest that a veto is unlikely to be upheld, But it is 
never possible to assume that every Senator who may have voted 
for a Bill “for the record ”—that is, for the edification of his 
constituents—will necessarily persist in voting it om to the statute~- 
book in the face of a Presidential veto, 
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Housing and Industry 


HE housing target for 1947, announced, after repeated 

delays, on the very eve of the fuel crisis, has been aban- 
doned. The target then, or at least the hope, was to complete 
240,000 permanent houses this year and to make’ a start on a 
further 200,000 for completion’ in 1948. This target is mow 
demonstrably unattainable, but no new one takes its place. The 
programme now, is much less ambitious; it is also very vague. 
“ The object,” so runs the unobtrusive statement which accom- 
panies the March housing returns for England and Wales, “ must 
be to complete this year as many as possible of the 218,783 
housts already under construction.” Generals January and 
February have secured a clear tactical advantage over the 
builders, as over other sections of industry, but it will be some 
time before the full effects of their winter offensive can be 
meastired. 

Their victory is not, indeed, unexpected. Even in January 
it was clear that the pfogramme’erred on the side of optimism. 
The target, or the “ reasonable estimate,” to quote the official 
phrase, was a rather uneasy compromise between wishful think- 
ing on the one hand and cautious planning on the basis of known 
trends, on the other. — It was an invitation to the building 
industry to show what it could do ;. but it was evident even 
then shat success would turn less upon the efforts of the building 
workers themselves than -wpon the output of components and 
materials, already depressed by shortage of fuel. Labour had 
ceased to be the limiting factor, as the “Economic Survey,” 
issued in February, frankly admitted when it discussed the pos- 
sibility, should materials run: short, of preventing dispersal of 
the labour force by relaxing restrictions upon maintenance work. 

These second thoughts were more realistic than the first, 
but even they did not envisage February’s extreme dislocation. 
Before the builders could give any earnest of their response to 
the Government’s appeal, January’s optimistic assumptions 
about the flow of building materials to sites had been hopelessly 
upset by the severe weather, the fuel crisis and the disappointing 
level of timber imports. Table I compares the actual output 
of certain representative building materials in the first three 
months of 1947 with the estimated production for the whole 
of 1947, on which the original housing programme for the year 
was based. 


Tase I. , 
EsTIMATED TaRGET OUTPUT FOR 1947 anD FirsT QuaRTER’S 
PRODUCTION 








_ In no case, it will be seen, is the quarter’s output better’ than 
one-fifth of the year’s target, and these instances are typical of 
other materials, Even ‘with a recovery in output and some 
increase in capacity, it is clearly impossible to expect the key 
_building materials, ‘such as bricks and cement, to make up their 
arrears of production before the building season slackens off 
in the autumn. The trend of output and the drawings on stocks 


are set out in tables II and Ill. A’seleetion of thé mon’ 
important materials has been made from the Monthly Digest oj 
Statistics, comparing production’ in the critical first quarter of 
this year with that in the corresponding period of 1946. Table If 
shows that manufacture was severely interrupted in February, 
but had made a partial recovery by the end of March. _ On the 
other hand, the stoppage of building construction, caused both 
directly by the weather and by the dislocation of 
prevented any large depletion of stocks. Indeed, at the end 
of March they were in many cases higher than in January, but 
it needs to be emphasised that supplies of key materials such as 
bricks had reached famine levels by the eve of the F 
hold-up. Obviously, the building industry this year will be even 
more dependent on current production than it was in 1946, 
Building activity, then, will be geared to the flow of materials 
direct from the kilns, foundries and timber seasoning ovens. 
The substantial expansion which is still needed to restore pro- 
duction of, materials to. around the January levels, when coal 
supplies were already irregular, is perhaps attainable. But 
whether a steady improvement can be expected beyond that 
level will depend upon the extent of secondary dislocation from 
the fuel crisis, and especially upon the chances of maintaining 
a smooth and balanced flow of materials and parts to the manu- 
facturers of building components, and on the supply of coal. 
The extent of secondary dislocation cannot yet be assessed. 
But a major consideration is that the flow of materials to the 
sites comes from a large variety of industries, it would obviously 
be unwise to expect a smooth balance to be rapidly restored. 
The effects of the summer coal allocation are hardly less im- 
ponderable, In his announcement of the general scheme for 
industry, Sir Stafford Cripps made it plain that the building 
materials industries will get an extra allowance to match the 
large expansion of production they have achieved since last sum- 
mer, after their long and difficult climb through the post-war 
transition period. A global tonnage will be available, but the 
effect upon production will depend upon its detailed allocation 
to individual firms. As there cannot be any rule-of-thumb for- 
mula related to a basic period, there may perhaps be scope for 
some discriminating system which would concentrate part of this 
allocation upon those firms and industries which might be 
expected to make the best use of it. While these uncertainties 
remain, it will be impossible to guess either the extent of the 
probable shortfall of output below the original 1947 estimate, 
or the materials which are likely to be most affected. The facts, 
however, so far as they are. known, clearly. require a severe 
scaling-down of the original estimates of new housing accom 
modation to be completed and made available by the end of the 


The target, then, had become demonstrably unattainable. 
But to admit that is not simply a confession of failure. It is an 
important administrative. act, indispensable as a first step. 
towards ensuring that the new accommodation effectively made 
available this year will’ be a8 great as the limited ‘resources 
permit. The original target of 240,000 houses to be completed 
in. 1947 was only 37,000 more than were actually. under coa- 
struction at the beginning of the year, and there was from the 
outset a clear risk that the programme would suffer, though im 
less degree; from the major weakness of last year’s effort—that 
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of spreading the available resources over too large a range of 
building in progress, with the result that the.optimum of com- 

work was not achieved. Now—or, rather, at the end of 
March—the number of houses under: construction is:228,783, 
put it is already clear that not all of these afe likely to be 
completed this year. To provide the maximum of actual accom- 
modation rapidly, it was obviously necessary to face the facts 
frankly, to soft-pedal work which stands little chance of com- 
pletion, and to restrict the starting of new work to’ projects of 
the highest priority. The policy, now, therefore—and it is a 
sensible policy—is to concentrate, without any specific target, 
upon completing as‘many as possible of the 218,783 houses 
dready begun. Local authorities will: be: discouraged from 
dotering into new contracts for houses, in an effort to- restore 
thebalance, at present lacking, between the rate at which houses 
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ae being licensed or on which construction has begun and the 
fate at which houses are being completed. The tap is being 
tamed off—or, at least, severely turned down—at the beginning 
of the housing pipeline. 

This very necessary effort to prevent uneconomic diffusion 
of resources available for housing has coincided, moreover, with 
rising priorities for industry and industrial building. Bricks, 
cement and other materials are urgently needed now for new 
power stations. The railways need more timber for sleepers, 
More factory space and accelerated industrial re-equipment are 
wanted to speed the export drive, and.to relieve the balance of 
payments in other ways. But there afte fewer materials to go 
round. Who is to go short? The housing decision has no 
doubt been taken on its merits ; but the crucial issue which it 
poses is whether more than a moderate housing effort can for 
ihe present hold its own in the scale of national priorities. The 
and in the dollar hour-glass is running out fast. 


& 

The admission that the original housing target is, im any case, 
wattainable clearly affords an opportunity for second thoughts. 
Now.is the time to feview the relative urgencies of social and 
industrial investment, to weigh again the crying need for 
dyclling houses against the crying need for power houses, and 
ial equipment more generally. The inescapable slowing- 

down of the housing effort may, in any case, bring some ease- 
went for the industrial programme, but, apart from that, it 
would be remarkable if the balance between the two which 
wimied right last summer, before the extremities of the balance- 
thpayments problem became apparent, were right now. There 
Wisy indeed, a hint in last week's housing statement of a 
Meognition that industrial priorities are becoming increasingly 
iiBatsto say that the time is ripe for review is not to offer 
ic “suggestion of the order: of priorities: The 

diversion, especially temporary diversion, of resources from one 
Ugentstask to a more urgent is im any case very difficult to 
Weiiso-scarce in ‘some areas that industrial buildings ought 
tbviousty to take precedence, and even if building labour in 
tther-areas hecomes unemployed through a temporary cessation 


769 
of work on preparation of sites for-houses, there is no assurance 
that the temporarily redundant labour inhouse building will 
promptly join contractors engaged on industrial work. In 


» industrial-areas, many of which have suffered heavily from bomb 


damage both to properties suitable for residential purposes as 
well as to industrial premises, diversion of resources would in 
any case present particular difficulty. But these are preci 
the areas in which, prima facie, there would be least justification 
for switching labour to industrial work, even gtanted a more 
stringent approach to housing priorities. Indeed, one lesson from 
this. bottle-neck situation in building | materials-is surely: that 
every effort should’be made-to ensure that optimum. results in 
terms of new accommodation are being» achieved from work on 
exerting on the distribution of the: labour, force is evident from 
the latest figures. In January there, were.952,000..male-workers 
in the building industry. Of these 256,000.(27 per-cemt) were 
building new houses, 227,000 (24 per cent): were. at work.on 
converting and repairing existing houses; 26,000 :(3 -per.ccat) 
were on other damaged buildings and 443,000 (46 per cent) on 
industrial, agricultural and public buildings. 

In all the circumstances, it may be that measures to divert 
existing resources, whether of materials or manpower, from 
housing to industrial expansion would require so selective 
and comprehensive a system of licensing and rationing—even 
if this could be practicable without direction of labour, which is 
ruled out on political grounds—as to be scarcely worth. while, 
when account is taken of administrative frictions and admini- 
strative manpower. Even so, the labour force available for the 
industrial building effort should be larger than the original 
investment targets indicated. According to the housing White 
Paper, the target employment figure for December 31st next 
was one million men, of which 320,000 would have been on 
permanent house construction. In January last, the’ :actual 
figures corresponding to these were 952,000 and - 256,000 
respectively. It is quite clear that the building industry as a 
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whole will’ not require all. the 50,000. recruits which .were 
scheduled in the original programme for this year ; yet some 
34,000 of them are already in the training’ pipeline. Obviously 
there should now be an easing Off in the building training pro- 
gramme. The aim should be to get the best results from 
the existing (or even a reduced) housing labour force, first by 
better incentives designed to increase output per worker, and 
secondly, by ensuring that labour is concentrated upon work that 
will produce new: accommodation this:<year. ! 

The housing prospect, as it emerges from last week’s decision, 
will inevitably involve much hardship for many families. But 
the question now is not simply whether there should be more 
accommodation for the people in 1947 than in 1946 but whether 
a sacrifice of extra accommodation in 1947 and 1948 is necessary 
to ensure minimum reasonable supplies of food, clothing and 
raw materials in 1949 and: 1950. Only the fainthearted would 
suggest now any longer-term pruning of the housing programme. 
But it may become apparent very) soon that: there is.a: stark 
choice between food and shelter—or,: rather, between. main- 
tenance of present standards of essential consumables and better 
standards of accommodation. 
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Britain’s Larder 


BVIOUSLY, the primary concern of any Government 

must be the assurance of adequate food supplies for its 
people, and adequacy implies not merely an appropriate calorific 
value, but bulk to allay the pangs of hunger and variety to 
ward off listlessness and apathy. In these wider terms there 
is no doubt that the British food position has deteriorated 
seriously in the past two years—for reasons which, admittedly, 
have been largely beyond the control of the Government— 
although the calorific value of the ration has been maintained. 
But, in last week’s debate in the House of Lord’s on the food 
situation, Lord Woolton went so far as to claim that the country 
is in danger of a food crisis “ that will be as serious as was the 
coal crisis”; and the public has not, apparently, been altogether 
reassuted by the bland, almost complacent, denials from the 





_—- 


ESTIMATED STOCKS OF FOODSTUFFS AS AT END OF Marcu, 1947. 








Average Weekly | Estimated Number éé 
; Consumption Stocks at End Weeks’ Suppl 
Jan.-Mar., 1947 of March, 1947 PRY 
be ict. Lo 
Tons Tons 
Ee nines 56 nsehes vas akae 4,890 10,000 2 
Marpetine: ool 5 i i eles a 6,360 22,000 3t 
Denieing Tats .. nconthacks'ssa08 5,280 20,000 6 
eee te. Ee. CASO RIAA Fed 3,980 20,000 5 
ee 32,100 110,000 it 
SG NE, cx deb oseuscectdanees 9,020 160,000 iq 
Baeon and hams ........6-se8 4,080 10,000 24 
POE a4 chase svonheanba roan tune 92,500 300,000 3 
ee OT ROSE P ES TE Sey TS 30,100 530,000 17 
1e. .cteinnsaveneisiatevonniuast 3,980 50,000 12 





pn tl 





Government spokesmen. The fact that the Minister. of. Food 
continues to withhold the detailed statistics of the British. food 
position from .the public. is. hardly calculated to alleviate. the 
uneasiness. There are still all too vivid recollections of the 
assurances given -by the, Minister.of Fuel and Power on the 
very eve of the fuel crisis. 

Reticence about food stocks was, of course, imperative during 
the war, but the habits justified by security considerations still 
persist. Mr Strachey now defends his attitude on the ground 
that the countries with which Britain bargains for food supplies 
would be in a more favourable trading position were they to 
know the state of the British larder. But what country—other 
than the Dominions, which are doubtless informed of the true 
stock position—has not raised its prices against the United 
Kingdom? It is, of course, coincidental that by not ras 
this information—not to mention the lack of 
etd mises aft toad ke; Miser at 
Supply and the Board of Trade, effectively precludes. any 
informed and constructive criticism of the Government’s trading 
operations. At a time when food subsidies cost around £400 
_ million per annum, the lack of opportunity for such discussion, 
both within and without Parliament, is surely indefensible. 

The Government’s reply to Lord Woolton was that the danger 
period has passed, or is passing, and that it does not “ anticipate 
any disastrous increase in food shortages” in the ensuing 
months. There may, however, be temporary cuts in the rations 
of certain commodities, which will be compensated by increases 
in others. To show the position in perspective, an attempt has 
been made, in the table above, to estimate the level of Govern- 
ment stocks of food as at the end of the first quarter of 1947. 

It must be emphasised that these:figures are not official ; they 
are merely estimates framed on the basis of data published in 
the Monthly Digest of Statistics. Where no initial pre-war 
stock figures were available, estimates have been obtained from 
the trade, or made independently, based on information given 


in answers to Parliamentary questions. Although the figures 
are subject to an incalculable margin of error, they are neverthe- 
less thought 20 be reasonably reliable. 

It will be seen that the position at the end of March was far 
from satisfactory. There was less than a month’s. supply of 
butter, bacon and hams, flour, carcase meat and margarine; 
less than two months’ stock of cheese and. cooking fat, and three 
or more months’ supply of tea, sugar and tinned meat, . The 
Government claims—at first glance, reasonably—that, as over- 
seas shipments no longer have to run the hazards of hostile 
attacks, stocks in this country need not be maintained at such 
high levels as were necessary during the war. Experience of 
the post-war transition period has shown, unfortunately, that 
the possible dislocations of supplies through strikes and other 
disturbances may be equally embarrassing. It would seem that, 
if current ration quantities are to be assured, stocks for at least 
2-3 months need to be maintained in this country. 

The figures given in the table relate to Government stocks 
only. In the case of flour, the inclusion of wholesalers’ stocks 
would probably add a further 100,000 tons to the figure given, 
making 400,000 tons in all. Similar figures for sugar and tea 
are estimated at 600,000 tons and 70,000 tons respectively, 
Some of the stock figures are rather surprising. It was generally 
thought that the butter and bacon stocks were higher than 2-3 
weeks’ supplies, while tea stocks were considered to be at a 
rather low level, particularly as consumption exceeded imports 
during the first three months of 1947 by some 10,000 tons. 
Moteover, it was reported that the Minister of Food was 
anxious about the tea ration in view of the strike at Calcutta. 
There has been a heavy off-take of meat from stocks in recent 
months. It has been officially announced that for the six months 
period October-March, .consumption exceeded supplies by 
151,000 tons. Although the three-week stock of flour may 
seem abnormally low—Lord. Woolton gave it as five weeks’ 
supply—the figure is thought to be correct, as it represents an 
increase of some 100,000 tons on the end-of-year stock level ; it 
will be remembered that, in January last, Mr Strachey thought 
it might be necessary to reduce the bread ration, Assuming 
that the published data are accurate and comprehensive, the 
figures in the table can vary from the true position only by 
the amount of any error in the initial stocks or by unaccounted 
losses and gains. 

To assess the future position it ip ieoceleaitn, Si esesll 
prospective supplies. But here, too, the Ministry of Food has 
been very reticent—it has preferred not to give any exact details 
of quantities of food purchased under contract. According to 


in spite of the low level of stocks at the end of March. Ship- 
ments of dairy produce from the southern dominions will pte- 


areas-do not have: to be. curtailed, there: is. at-least a prospect 
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het civilian rationing of sugar might be. discontinued. The 


present stock position, considered: in relation to prewar con- 
, certainly suggests’ this. 

he tea stocks at the end of March appear to. be adequate, 
ut they have no doubt been reduced during April and pos- 
sibly during May, too, owing to the hold-up of shipments from 
India. Moreover, future supplies are ‘by ‘no means ‘secured. 
There was a poor Tesponse from Ceylon to the Ministry of 
Food’s contract offer, and present indications show no better 
prospects from India, unless the United Kingdom agrees to a 
substantially higher price. The position is made all the moré 
difficult because of the lack of supplies from the Netherlands 
fist Indies ; no large-scale shipments are expected from there 
until 1948. 

Meat has the darkest future. Nearly all the imported supplies 
come from the southern hemisphere and the normal ‘shipping 
gason is drawing to a close. Moreover, there is a small 
chance of alternative supplies from either Europe or America, 
athough the Ministry of Food has made purchases in both 
continents in an attempt to bridge the gap. Home production, 
which in any case will not be available until the late summer, 
is expected to be reduced by 130-140,000 tons owing to 
increased killings last autumn and the loss of sheep and lambs 
this winter: the total production is estimated at about 580,000 
tots: In 1946, home produced meat formed 45 per cent of 
total supplies. A reduction, at least in the carcase ration, seems 
inevitable in a few months’ time, with possibly a compensating 
increase in-tinned meat, 

It would seem, therefore, that the food crisis is passing and 
that the prospective position of most foodstuffs excépt meat is 


satisfactory. If the estimated stock figures are correct, the 
Government certainly took a gamble at Easter—and won, But 
the position will require constant vigilance. The current ‘ration 
quantities should be at least maintained, but the stock position 
in general is such that temporary shortages may occur if sup- 
plies do not arrive according to schedule, The policy of taking 
a risk ‘by maintaining rations can’ be justified so long’ as it is 
not adopted so often so as to become’ the rule rather than ‘the 
exception, The Ministry of Food undoubtedly have accurate 
details of stocks with wholesalers and retailers,.as well as food 
in ‘transit or in ships docked but not unloaded: Such sup- 
plies ‘form an emergency reserve. With large’ quantities” in 
dock and in transit and small quantities in store, ‘the risk may 
not be so great-as it seems, 

But the most depressing feature is'the fact that there is little 
chance of any increase’ in rations—except, perhaps; in sugar. 
The. Government, indeed, appears to concern itself only with 
obtaining sufficient supplies to maintain them; additional quan- 
tities will be purchased only if the price is favourable, .This 
policy presumably reflects the preoccupations with the balance 
of payments problem, besides being a necessary corollary to the 
policy of subsidising food prices and stabilising an out of date 
index number, which the Government still seems to. be pur- 
suing. To enable the low-income groups to purchase adequate 
quantities of food is socially admirable, but it does not neces- 
sarily follow that the method of subsidies is the best one to adopt. 
Again, the system of bulk purchasing has many advantages. But 
it is unsatisfactory, to put the issue at its lowest, if such a system 
involves the withholding of the only information by which its 
efficiency can be judged. 


Business Notes 


The Creditors’ Chorus 


Mr Dalton’s outspoken declaration that Britain’s war debts 
must sooner or later—and sooner rather than later—be scaled 
down, has produced the expected response from the leading 
aeditors. ‘Their reaction has embraced all the emotions from 
ager to apprehension, with just a touch of ‘sympathetic under- 
sanding in one solitary case. India, to judge from unofficial but 
obviously inspired comment, is determined not to be “ brow- 
beaten” by Britain, and will “ resist to.the utmost” any reduction 
inthe debts. These, it is said, result from “ the untold hardships 
and sufferings ” of Indians, and “no fair-minded person” would 
deny. to them “what is justly due.” These claims may indeed 
teeult from blood, tears and sweat, but India’s counterpart is a 

ing credit, whereas the counterpart of Britain’s blood, tears 

sweat (and, it might be added, of the human and physical 

wes through air attack) is a sterling debit. If India appeals, 

ot to spe letter of the rights emerging from contracts entered 

ito in the stress of war, but to justice, there is no doubt about 
the direction in which the scales are tilted. 


, it seems; is prepated to go even further. Iq has the 

treat Britain as:a Ee mes 
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aims of the Middle East territories. 
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¢ refreshing exception to these indications of'a stiffening 
ititude comes from Australia, where responsible press. com- 
ae have argued that on a moral basis even the recent gift 
£4.25 million does not represent a sufficient scaling-down, or 
“@ large a contribution as Australia could afford. It is suggested 
thit the debts should be re-examined to ascertain how large a sum 
Watldhave ‘been outstanding if. lend-lease and mutual aid had 







run through the whole of Australia’s relationships with Britain ; 
and that this portion should be cancelled. 

The truculence of the principal creditors:no doubt represents a 
natural manceuvring for position in readiness for the negotiations 
which are to be resumed shortly. But it does seem: that the 
chances of any early agreement on scaling down are rather slender, 
which underlines the shortsightedness of the Government in not 
making its position daylight clear at a much earlier date: Mr 
Attlee stated this week that there was “ nothing new” in: this 

licy, yet India still persists in claiming that it results simply 
rom a press campaign, which is “ goading” Mr Dalton into “a 
shady deal.” If, however, it were mecessary to rule out an im- 
mediate agreement with the principal creditors upon scaling down, 
two conclusions would emerge. ° First , it is clear that the year-by- 
year burden upon Britain must bé kept ‘within ‘reasonable pro- 
| ermiace S ln rll gaa llr rag dp pagar prota sige 
t must be achieved by limitation of the rate of release from the 
old balances and of the interest rate payable on those which re- 
tain. On a short view it is from a practical point of view almost 
@ matter of indifference for Britain which method of limitation is 
adopted. Secondly, it is clear that any agreement reached now, if 
it cannot be really comprehensive, must be for a short term only— 
as, for example, has been arranged in the case of Argentina, 
* * + 


Preparing for July 15 , om 
Meanwhile, the negotiations with foreign countries, in anticipa- 

tion of cofivertibility on July x5th next,are now teaching a frenzied 

tempo which ‘is taxing the expert man-power available to the 


operate American accounts, the rights of effective 

have. long been conceded, and nothing more:, remains 
to: be done. This week ae of = 
Treasury completed arrangements with Norway.and Sweden 

is, at the time of writing, engaged in discussions: with Denmark. 
‘The problem to be solved a oan Scandinavian aaa was to 
atrange for the full expendability of their current sterling earnings, 
and, in the case of Norway, to settle the status: of accumulated 
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In the case of Brazil the main point at issue is the rate of release 
of accumulated sterling. The question of sales of British assets 
to the Brazilian Government does not appear to have been 
broached. 

The reverse position obtains in the case of France, and the 
question that has to be decided in these discussions is the manner 
in which the continuing. French deficit in the current balance of 
payments between the franc and sterling currency areas is to be 


somewhat academic point of discussion since it may be 

that France will not sell more sterling securities than are needed 
to cover her current deficit. That being so, the question of ex- 
pendability or convertibility of the proceeds of these sales does not 
arise since they will have been spent before they materialise. 

So far as European countries are concerned, this leaves only 
Spain and Switzerland to deal with. The recent agreement with 
Spain represents the first phase of the arrangements to be made 
with that country. 
Spain and Britain and also introduced the interesting voluntary 


undertaking by Spain to hold sterling up to the amount of its 


current surplus with the sterling area. The stage is therefore set 


for the second part. of the negotiations which would merely put 


the seal of expendability on the accruing balances—a_ gesture 
which should be costless, since Spain has undertaken to hold this 
sterling for a time. Switzerland, which is the hardest of all the 
hard currency countries and which refuses to accept dollars and 
even gold unconditionally, will probably have to be left to the 


last. Representatives from Uruguay are on their way to Britain 


to discuss the problem of accumulated balances and to explore 
the possibilities of utilising them for repatriating capital now in 
British ownership. 

This still leaves the hardest negotiations of all, namely those 
with the largest of the sterling creditors, India, Egypt and Traq. 
It is likely that the talks with Egypt will be the first of this series 
and that they will open in the first half of June. The representa- 
tives of the Indian Government are likely to plead for delay in the 


hope that the constitutional position in their country will have 
clarified before definite arrangements have been made about 


accumulated sterling balances and’ the availability of current 
_earnings. 

In the case of the Dominions it/is unlikely that any formal 
agreements will be entered into. ;All that is in fact necessary with 
these countries is a continuation. of the war-time gentlemen’s 
agreement not to spend accumulated sterling too fast, fortified 
perhaps by an undertaking that their global.sterling -balances will 
be mainta 
gear, 


; * * 


World Bank’s First Loan 


The International Bank for Reconstruction and Development 
belated start. Towards the end 
that it had granted a loan of 


ever, planned for the near future, as this initial operation may, 
" 





It provided for bilateral payments between 


ined at a minimum. level which will decline from year to 


Meanwhile, the Bank has issued an acoount of income 
penditure for the nine months to March 31st last. This x be tha 
expenses exceeded income by $680,177. is i 
in view of the extremely late start which the Bank 


loan operations, and also the excessi heavy burden Vi 
expenses which it has to Remben nn of overhead 


x * * 


Five-Day Week’s Debut 


days’ holiday in Scotland, which together accounted for a 
263,190 tons, the miners produced a total of 3,752,000 eae 
for these two factors, output would have exceeded the 4 million 
mark, although it would still have been nearly 100,000 tons below 
the previous week’s figure of 4,108,300 tons. Figures for output 
per manshift and absenteeism are not yet available, but the district 
reports suggest that there has been a sharp ‘fall in i 
which in most areas has thus been reduced to absenteeism of an 
‘involuntary ” nature, Naturally, there were considerable. varia- 
tions in the experience in the different areas. The best records 
were achieved in Yorkshire, the Midlands and Kent, all of which 
exceeded their last week’s output, Production in the Durham and 
Northumberland region, where the pits were not affected by the 
strike, was® remarkably high. The following table shows the 
output last week, compared with the previous week and with the 
corresponding week in 1946. ; 
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This rate of output, however—chéering though it is—will have 
to be appreciably bettered if the 7 | tons by the 
end of this year is to be reached; to a: $s a weekly 
average output. of 4} millions has been estimated as_necessaty. 
Obviously, it is too early to reach any.contlusions about the effect 
end of this month. holidays possible disputes over 
anomalies due to the sek agréernent may have an adverse 
effect on output. On the other hand, the gradually rising rate of 
recruitment and the growth in skill and experience of the workers 
may counterbalance any loss from. these causes, What is needed 
from the miners is a steady and sustained output, rather than a 
series of spurts towards a weekly target. Last week, the miners, 
in the limelight of; public attention, were very much on their 
mettle ; it remains to be seen whether their interest and enthusiasm 
can be kept up What ia nacded from. the Coal Hoard is.» 9990 
ing up of all possible measures to increase productivity—the 
is said to have both short-term and long-term but so far 
there has been no indication of what they are surely the 
National Coal Board and the Ministry of Fuel.can reach a more 
often? food ‘ 
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for. am account- 
period ee oe or pany before January ist last over 
those of the preceding period 

As explained in these columns last week, such post-budget 
dividends will be treated, to the extent to which they contribute 
to the increase, as distributions in the accounting peried in which 
they are actually paid, Ordinarily, therefore (ignoring any com- 

mn. which may arise from the inclusion in profits of invest- 
ment income which has already borne profits tax), the amount 
of the resultant excess will suffer tax at 71 per cent—because 
the company, having become liable to tax at 124 per cent on the 
whole of its profits for 1947 (assuming it accounts for a calendar 
year), will be debarred from claiming non-distribution relief to 
the extent of the dividend which has, in effect, to be brought in 
from the earlier period. For example, a company which paid 6 

cent for 1945, and for 1946 paid 8 per cent before this year’s 
Seer with a further 2 per cent declared after the budget, would 
for tax purposes have to treat half the increase in the year’s 
dstribution—that is, the 2 per cent added after the Budget—as a 
first payment on account of 1947, and made out of the profits for 
that year. If it es 8 per cent specifically for: 1947 (in further 
dividends made before June 30, 1948); but earned 12 per cent, its 
pon-distribution relief would apply, not to one-third of its profits, 
put to only one-sixth. 

That is the normal case, but there are other cases in which the 
post-budget distribution would not in effect attract any additional 
tax-at all. These are cases in which the company, quite apart 
from the so-<alled post-budget distribution, pays our more than 
it eatns. Despite the operation of this Clause 29 (3), which was 
designed to prevent forestalling and which at first glance seemed 
tohave retrospective effect, the essential principle of this distribu- 
tion tax is that it cannot attack profits accumulated before Janu- 
ay ast last. This principle will be the better understood if it 
is remembered that in form there is not any specific tax on dis- 
tributions (other ahan the “distribution charge” on over-dis- 
tribution): the practical effect of taxing distributions is achieved 
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make it neither less nor more attractive to companies to share 
out resources accumulated up to the moment when the new pro- 
visions took effect, but they do make it more costly to distribute 
profits accumulated. subsequently. 

This principle also has a much wider application. It resolves 
the difficulty, which has greatly worried the market, about the 
fate of colliery companies or others which are due for nationalisa- 
tion. Companies which wind up may be liable to tax in their 
final period on any distributions of capital in excess of the 
nominal ammount paid-up, because under Clause 29 (1) (c) any 
such excess is not allowed to rank as capital which would be 
beyond the reach of a distribution charge. This limitation sug- 
gested to the egreniy anes that Mr Dalton was planning 
to take a rake-off from the compensation for the taking-over of 
nationalised assets whenever there was a clear surplus for the 
equity holders. But, in fact, the proviso quoted above—that 
there can be no distribution charge except out of a notional fund 
built up by past reliefs—runs equally for the case of wind-up as 
for current over-distributions. The receipt by a colliery company, 
or by any other nationalised concern, will not, whatever the date 
of payment for or vesting of the assets, increase this. notional 
fund, because these receipts, being capital, will not attract any 
profits:tax and therefore there can be no non-distribution relief 
for any accounting period in which they continue to be held. 
In consequence, when they come to be distributed on a wind-up, 
the company’s liability to pay a 74 per cent distribution charge 
on any excess over par will in principle be no different from that 
of a company quite outside the range of nationalisation. In either 
case, the excess will be taxable only to the extent to which it 
represents profits accumulated but not distributed since January 
1st last, and which have accordingly already secured the 7} per 
cent rebate. An excess resulting either from prior accumulation 
of profits or subsequent accumulation of capital (e.g., share 
premiums or capital compensation moneys) will escape. In short, 
apart from objections to the new form. of profits tax in principle, 
it has. to be admitted that the Chancellor’s intentions seem to 
have been equitably and sensibly worked out by the tax authorities 
and draftsmen. 


* * * 


Trade with Russia 


The trade talks with the USSR, which began in Moscow 
after Easter-and-are now being continued in London, show rather 
mofe signs of coming to fruition than previous series of negotia- 
tions—though there is some’ diffeféncé of Opinion about the likely 
outcome between those whose. approach to Russia is commercial 
and those who have had experience of the diplomatic methods of 
the Russians. Both sides appear to be anxious to develop trade 
relations, al both. equally obviously are more anxious to 
buy than to sell. Last year British exports to Russia totalled 
£9,038,000, of which more than half was machinery remaining 
from wartime orders. British imports from Russia amounted to 
£4,920,000, of which {1 million was furs, £724,000 raw cotton, 
£600,000 wheat and timber, and £233,000 non-ferrous metals. 

While there are a number of commodities which Britain is 
anxious to obtain from the Soviet Union—the list of over 100 
items under consideration includes cotton, flax, hemp, copper, 
zinc, potash, glue, gelatine and edible oils—the main emphasis 
was laid by the British trade delegation on timber and wheat. 
Small quantities of timber have been supplied under the agree- 
ment reached last autumn, and Britain is obviously anx!ous to 
increase the scale of its imports in order to remove one of the 
main bottlenecks in the programme for housing and industrial 
recovery generally. The extent to which timber supplies can be 
increased depends to a large extent on British capacity to send 
suitable timber-getting equipment to Russia, in particular rails for 
tracks to convey the timber from the forests to the ports. 

Wheat deliveries from the USSR could hardly be on a large 


y ‘grail 
were for feeding stuffs, could not be shipped during the course 
1948. 

From Britain, it is expected that Russia would take machinery 
and capital equipment of all types, but.mainly electrical equip- 
ate still war surpluses of machine tools, although the Soviet 
Lares i apparently anxious to obtainthe most up-to-date types. 
It is hoped that the pre-war export of herrings from the east coast 
and from Scotland can be revived. 
always been the question of payment. “The Russians, for example, 
have preferred a fixed price to the British method of a price 


both sides to open up trade, the i 
held up agreement may now not prove so formidable. 


® * * 


Vickers in Transition 


Vickers, with its large armament interests was bound to suffer 
considerably in the transition from war to peace. Sir Archibald 
Jamieson warned shareholders a year ago that they must be 
under no illusion that profits as large as those for 1945 could be 
expected in normal times. Even so, they were probably not 
prepared to find that, before taking credit for an estimated EPT 
recovery of £1,100,000, the group’s trading profits and miscel- 
laneous revenue have fallen in 1946 from £6,738,386 to 
£3,122,985. After meeting all charges, including reduced appro- 
priations for income tax, depreciation and deferred repairs, profits 
are insufficient to cover even the preference dividends. With the 
assistance of the EPT recovery it is, however, possible to cover 
all dividends, including the increase in the ordinary distribution 
from 10 to 12}. per cent and to.add some £478,000 to reserves 
and carry forward. Figures for the past_two years are set out in 
detail on page 369 of the Records and Statistics supplement, 

These figures perhaps present too gloomy a picture to be 
altogether representative. The profit figure is arrived at after 
providing £950,000 for possible losses on contracts, while it 
appears that a provision, apparently of the order of £8 


has been made for anticipated losses on the re-establishment 


givil aircraft and other commercial products, including the 
building of merchant ships. Apart from current earnings and 
the EPT recovery, the resources of the group have been. in- 
creased by a modest profit on sale of securities and the liquida- 
tion of a subsidiary, while credit is taken for an EPT refund of 
£1,672,713, of which the bulk had been received at the date of 
the report. Following the acquisition in 1945 of interests in 
Associated Electrical Industries and Powers Accounting 
Machines, the group bought a majority interest in Cockatoo 
Docks and Engineering of Sydney in December last, while it 
spent during the year £2,595,509 on land, buildings, plant and 
machinery. At the end of the year it had substantial commit- 
ments for capital outlays in progress, but their total is not dis- 
closed. Evidently an effort is being made to cast an even wider 
net than in the past, but, as with other concerns, progress is being 
restricted by the prevailing shortages. The consolidated balance 
sheet shows a net expansion of some £1,670,000 in fixed assets 
and holdings and a rather smaller rise in net current assets, t0 
almost £28,470,000, of which {21,376,000 is in liquid form. 
Reserves and surplus have risen by £2,780,000 to £26,260,000. 
There is no reference to the | iscussed project for the 
restoration of the ordinary shares of 108. to their original value 
of £1 by the distribution of a part of these reserves. But the 
omission is scarcely surprising in view of the new tax. 


* * * 


Canada’s Sterling Surplus 

In 1946 the traditional shape of Canada’s balance of pay- 
ments—a surplus with the sterling area balanced by a deficit 
with the US dollar area—was more exaggerated than ever before. 
Details of the-surplus with the sterling area and of the manner 
in which it was financed are provided in a report issued by the 
International Payments Branch of the Canadian Government. 
The net balance on current account in favour of la in its 
trade with the sterling area amounted last year to $662 million, of 
which $495 million was attributable to the United Kingdom and 
$167 million to the trade with the rest of the sterling area. Ot 
this total deficit of $662 million, the bulk, namely $540 million, 
was financed by drawings on the Canadian loan to Britain. A 
further $112 million came from interim advances made to Britsia 
and other Empire countries before. the new loan was granted, 
The small residue of $10 million is the net balance of a number 
of items, some of them fairly large, which included the sale of 
$150 miilion of gold to Canada, $135 million for sales of British 
owned Canadian securities, and, on the other side of the account, 
certain inter-governmental transactions involving payments to f 
United Kingdom. ‘The report stresses that the value of Canadian 
exports to Britain, Europe and other overseas countries in I 
was greater than in any previous peace-time year. 
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These figures provide ‘an eloquent commentary on the diffi- 
ealties which Canada has recently experienced in ‘meeting the 
Pominion’s deficit with ‘the US dollar area. The issues to be 
faced in’ this respect are ‘merely part of a wider problem of which 
Britain is perhaps’ more keenly aware than'Canada. ‘These ques- 
tons will have been the subject of helpful discussions which ‘Sir 
Wilfrid Eady will have had’ with the Canadian authorities on his 
short visit to Ottawa. 


* * * 


Steel Output Recovery 


The decline in iron and steel production which followed ‘the 
fuel crisis was arrested in April. Figures issued by the British 
fron and Steel Federation show that average weekly production 
of steel ingots and castings was 236,400 tons last month compared 
with 196,000 tons in March. The corresponding annual rates were 
and 10,190,000 tons: The annual rate of output in 
April was thus only 1.4 per cent below the January level. But 
itwas still nearly 4 percent’ below the 1946 level of production 
of/12} million tons, which is the figure set for the industry in 
1947 by the Economic Survey. “7 
as production has also recovered. Average weekly pro- 

’ in April'was 139,200 tons, compared with 123,100 tons in 
March and 150,100 tons in January. The annual rate last month 
was thus 7,238,000 compared with 7,806,000 tons in January. 
“These improved results were achieved, says,the Federation, 
only by drawing upon depleted stocks of steel-making materials, 

jally pig-iron, and can be maintained only if supplies of 
king coal improve. It is clear that iron and steel have joined 
the growing list of industries which will. be. almost entirely 
dependent for the rest of this year on supplies of materials from 
current production. There is only the slenderest margin of 
silety against even a temporary interruption in output. The 
hopes which Sir Stafford Cripps held out on Wednesday of obtain- 
ing some stee] from abroad in the autumm are therefore par- 
ticularly welcome. 


Nationalisation of French Shipping 


History, perhaps, may give the French Government a better 
excuse for using the guillotine in its wansport nationalisation 
debates than could be pleaded by Mr Barnes. At all events, the 
comparable technique was employed for the Bill presented by 
M. Jules Moch, which contains drastic provisions. for the 
tationalisation of shipping. The two .major companies, Cie 
Générale Transatlantique and Messageries Maritimes, and one 
&1wo special services, are to be state-owned and administered 
bya board of 15 representatives, five of the Government, five of 
personnel and five of users (of which two will represent 
Chambers of Commerce and one each the railways and the 
clonial territories), _All-other shipowners whose fleets exceeded 
100,000 tons gross in 1939 are to come under the control of the 
Minister of Transport, who will appoint a commissioner to be 
present at all board mectings with the power of veto, subject to 

isterial arbitration. The remaining shipowners are to be 
“tree,” provided that they find employment in activities regarded 
essential to the Monnet plan. © Finally, a Maritime Commission 
Will be created to preside over all shipping affairs and to advise 
linister. Its 20 members will consist of five representatives 
fof the Governrhent, of users and personnel, and of ship- 
hers. An assured majority of 15 non-experts will thus direct 
building programmes, create ‘or maintain shipping services 
iid’ “prevent uneconomical ¢ompetition between individual 
mpanies.”* ' = : 
French shipowners, apparently regard the, proposed regime asa 
Stultification of their hopes of reviving French. participation in 
iMernational trading. Shipowners under free flags refrain from 
onment. The dangers of a revival of economic nationalism are 
uiiciently obvious, particularly when strenuous efforts are being 

Bae, even international trade, but it remains to be seen how 
ig the French Treasury will be able to pour out milliards of 
ines in the operation of a State fleet in an attempt to save 
ports of shipping services. Not only are these services now 
7 et Ore Dig the setts ee unlikely to een fe Te 
mrcign ange as before t war in exporting its s¢rvi s. f 
pean ts tion Sede ce leading wip a ic : regularises 

status, for their losses have been covered by the 
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Treasury for 25 years. That record-alone should be sufficient 
reason for hesitating to apply’ nationalisation to further branches 
of an essentially international industry. FAB, I, Ol 


® *. * 


Retail Margins Negotiations wey 2 : ii 


The Board of ‘Trade has agreed, after consultation with the 
Organisations representing the retail trade, to consider with the 
Central Price Regulation Committee the effects of the reductions 
in retail margins made in January. Margins fixed during the war 
had to take account of the reduced turnover in the shops. 
since the war sales have been expanding and towards the end of 
last year the Board of Trade was satisfied that wartime margins 
could no longer be justified. Cuts introduced at the turn of the 
year in a number of clothing lines resulted in small but, from the 
consumers” point of view, very welcome reductions in price. Re- 
ductions in other margins were under consideration when the fuel 
crisis: broke. 

The resultant dislocation destroyed such basis as had existed 
beforehand for computing turnover in'the shops in 1947. It. was 
clear from the outset of the crisis that. production of textiles, to 
take only one example, would be severely teduced, and that this 
reduction would affect the retail turnover of clothing later this 
year, but that any exact estimates of the prospective reduction in 
sales would: be clearly impossible, 

Before the. margins were cut, the Retail Organisations’ Com- 
mittee and the Board of Trade were agreed that there would be 
an increase in wage’ costs and overheads to be set against the 
increase in gross receipts. ima: *by both 
sides, of the percentage probable increase in turnover costs 
in. 1947 did. not differ substantially, but the discrepancy was suffi- 
cient to» make an important difference in the prospective cash 
receipts of retailers:. The Board of Trade was satisfied, , 
that.a case had been established for reducing margins, and they 
were revised. accordingly. .Now. that the trend of turnover is 
downwards, the retailers’ case for a reversal of the decisions taken 
in January has obviously been strengthened. But there is also 
a case for reviewing afresh the whole basis of controls. Restric- 
tion or specific fixing. of margins was an inevitable ingredient 
in the formula.of wartime price control, and regulation of margins 
by reference to. turnover—so, that, in. princi the. unit margins 
widened as the volume of trade declined—-was, regarded as meces- 
sary to. ensure that the existing retail organisation was not con- 
stricted by purely financial pressure, . Scarcity of supplies at 
present perhaps justifies similar arguments now, but the system 

















In addition to the shore Statistical Siimimaty” which ’ 
‘appears weekly in The Bcéonomist,°a full service of 
statistical ‘and factual information appears weekly in 


Records and: Statistics 
Supplement; to The...Economist 


Records and Statistics is a separate,’ self-contained 
weekly publication of from 16 to 24 pages. It includes 
not only many statistical tables but also’ factual records 
of public affairs, including Parliamentary activities and 
digests of state papers, and industrial and commercial 
reports from home and overseas. It is believed to be 
the most ive statistical and factual report 
appearing y anywhere in the world. 

The Records and Statistics Supplement to “The 
Economist is available by postal subscription only, The 
subscription, which may be sent difect' to this office or 
through a newsagent, is 308. per annum. For those who 
ace already direct postal subscribers to The. Economist, 
the economy of posting both publications together makes 
it possible to quote a combined subscri of £4 
Subscribers to The Economist who wish to receive 
Records and Statistics should notify this office as soon 
as possible, but are asked not to send any money until 
an account is rendered. It is regretted that it is.mo 
longer. possible to supply. back numbers of Records 
and Statistics or to date subscriptions back, 

‘Paper shortage also makes it impossible to supply 
sa copies. For a limited time, however, mtr ben 
 Rpconds pat Statistics will be allowed, if they wish, 
to cancel any unexpired portion of a subscription. 

.. THE ECONOMIST, BRETTENHAM HOUSE, LANCASTER , 




































776 


cat operate inequitably for retailers and is not calculated to in- 
‘crease the efficiency of the distribution system. If the consumers’ 
interest is to be adequately served, a thorough overhaul of all price 
structures from manufacturer to retailer is necessary to discover 
not only if margins are too high or too low, but also if some allow- 
ances are necessary at all. Unfortunately, the fact that the Census 
of Distribution has been postponed for a year suggests that there 
is little prospect of a thorough overhaul of the retail price struc- 
ture in the near future. 


Diamonds and De Beers 


The change of trend in the diamond market in recent months 
lent an added importance to Sir Ernest Oppenheimer’s review 
at the annual meeting of De Beers Consolidated Mines. It was 
even more informative than usual. Total sales of diamonds in 
1946 teached a new high level at nearly £30 million—{26.1 
million by the Diamond Trading Company (whose dividend was 
raised from 12} to 27} per cent) and almost £3.5 million by the 
newly formed Industrial Distributors (1946), Ltd., whose object 
is t0 develop the particular sales technique which is best. suited 
to industrial diamorids ; this company paid a maiden dividend of 
10 per cent. Unfortunately, the sales of gem stones were con- 
centrated almost wholly in the first nine months of the year, 
before the setback on Wall Street. The outlook now is clouded 
‘by overstocking of the smaller gem stones by jewellers (partly 
from stones downgraded by the group during the war and released 
at low prices as industrial diamonds in order to ease the supply 
for such purposes), by restrictions on purchases. in European 
countries, and, above all; by the uncertainties which spring from 
fears of an American trade recession. “Much reduced but quite 
reasonable” salés of rough diamonds are therefore envisaged for 
the current year, ‘but ‘Sir Ernest claimed that the conservative 
price ‘policy—which had not followed the market to its peak— 
and’ thé financial strefgth of the group will enable it ‘to cope 
“easily and ‘successfully ” with temporary recession. ‘Meanwhile, 
the Diamond’ Corporation—jointly owned by De Beers (80 per 
cent) and “by ‘Consolidated Diamond Mines of South Africa (20 
per cent, most of which is in effect indirectly held by De Beers)}— 
made “ substantial” profits during the year; the question of a 
dividend was ed until the current year and will 
considered “at a later date” 

The diamond intetests of De Beers nowadays are, in any Case, 
only the most spectacular of its'ramifications, The De Beers 
Industrial Corporation holds a half-imterest borh in ‘African 
Explosives and Chemical Industries (the other half is held by 
Imperial Chemicals) and in Boart Products, makers of diamond 
drills and tools. ‘Bie Chemical Company is providing for expan- 
sion of its output, of superphosphiates' to 500,000.fons per annum 
and to inctease the South African production of various chemicals, 
which must be supplied as cheaply as possible because they are 
the raw materials, of-other industries, i i mining. The 
scheme also embraces a Jeather-cloth plant and the whole pro- 
gramme will cost £3,000,000. ‘De Beers is reducing its holding 
of the Industrial Corporation shares by £1,000,000 nominal as 
a result of options granted to other Rand groups in 1944 at a price 
of 30s. per share, and is also providing half the block of 400,000 
shares to be released to the Johannesburg market (at 32s. 6d.) 
in connection with an application for a quotation on the Johannes- 
burg Stock Exchange; a similar application will also be made in 
London. Altogether, the outlook fer the group as.a whole is 
obviously less rosy than in the boom years of war, but, after stress- 
ing the strength of the De Beers y’s cash resources—these, 
including the proceeds of the realisation of the Industrial Cor- 
os mare _— nearly £5.7 million—Sir Ernest remarked 
that “dividend declarations cam, in, approximate more 
closely to actual ” - For 1946 De Beers deferred share- 
holders received £2 per share (equivalent to 4s. on the existing 5s. 
units) compared with earnings of £2 14s,.3d. per share. 


* * *x 






Jet Aero-Engine Exports 
The week-end announcement that Pratt and Whitneys are to 


build Rolls-Royce Nene jet. ore licence marks.an im- 
portant stage in the expansion of British aeronautical exports. The 
Americans have for some time acknowledged the supremacy of 
British jets and last June the Taylor Turbine Company was 
formed with a capital of $10 million to build Rolls-Royce jets. It 
sinned “elie! “thet engines will become an increasing! 


y 
important _dollar-earning “export.” “They are, however, already 
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earning considerable sums of hard currencies. Sweden makes De 
Havilland Goblins under licence and is soon to make Ghoc. 
apart from the purchase of several dozen complete Vampire 
fighters. The Swiss Air Force is abandoning all other fighters j 

favour of Vampires, and Argentina has just bought several Gloster 
Meteors. Other markets are France and China, where Hispano- 
Suiza are licensed to build Rolls-Royce jets. * 


The emphasis so far has been on the use of jet-engines ; 
fighters. But it should be remembered that the ton it ade 
a modified Lancastrian, was also a British machine, and since it 
flew last summer, considerable experience has been gained from 
it and other prototypes of the performance of large jet aircraft, 
Considerable experience is also being gained of propeller-turbine 
engines which attempt to overcome the present disadvantages of 
jets by the use of a propeller. The Bristol Theseus has just passed 
its tests and gone into production, and several other British many- 
facturers have similar engines almost as far advanced. 


Meanwhile, aircraft exports in March totalled £1,373,201, more 
than twice the figure for March, 1946, compared with £792,226 in 
February when the fuel crisis hindered production. Of the latest 
total, 145 aircraft accounted for £636,635 and 84 engines for 
£573:716. A satisfactory feature of this rising trend is that it has 
yet to reflect the export of new types. The figures for the Past 
year or so admittedly included a number of obsolescent military 
types, but few large civil machines and none of new design. When 
mew machines, designed for propeller-turbines and, later, jets 
incorporating war-time lessons and often very much larger (and 
there more expensive) appear, the export prospects should be 
bright—unless dimmed by another fuel crisis. 


& & ww 
Whisky for Doltars 


There have been reports. recently that the Government is 
contemplating a centralisation of exports of whisky, particularly 
for the American market, and possibly by means of Government 

by a centrab selling agency. Certainly, whisky is one 
of the surest British exports to che United States. Its demand is 
based on the acquired thirst of those Americans who knew 
“Scotch” before the avar, together with the relative new-comers 
who were first introduced to its taste through British hospitality 
im recent years, Americans used to yearn for real .“ Scotch” 
and ask why they could not get more of it “back home.” But, 
in spite of this, whisky does not bring in any very large quantity 
of dollars for Britain, “Its export price is 5%. a bottle f.o.b, or 
60s. for a case of 12 which compares with the British wholesale 
price of 4s. 35d. a bottle and a retail price of 25s. 9d. On the face 
of it, there would seem to be scope for increasing the dollar yield, 
either by a straight increase in the export price or by the im- 
position of an export duty payable by the purchasing countries, 


But how elastic is the demand for whisky in the United States? 
There are many substitutes and although no connoisseur would 
ever drink rye-whisky in preference to Scotch, the average con- 
sumer has to consider relative prices in relation to his income. 
The retail selling price in America is 22s. to 25s, a bottle. ‘The 
difference of 178.-208. compared with the British export price is 
made up by taxes, freight and distributive margins, Nevertheless, 
this price is relatively much lower than the British retail price, 
when considered ia relation to the higher American income 
structure, and it would appear possible to. effect a moderate rise 
in price withour affecting consumption unduly, The British 
whisky trade, however, considers that such action would be “ the 
height of folly,” on the ground that consumer resistance is already 
beginning to harden in the United States, particularly in luxury 
trades. According to the Scotch Whisky. Association, its sales 
have never covered more than a relatively small share of the 
American market, and now are believed to represent barely 5 per 
cent. If this is so, it would suggest that the majority of con- 
sumers were of the “connoisseur” type, in which case price 
elasticity is likely to be less than unity and an increase in price 
would cause a less than proportional decline in consumption. 


From a domestic consumer’s point of view, it seems only fair 
that the maximum number of dollars should be obtained from 
the whisky which is denied to the home market. Of the British 
retail price of 25s. 9d. a bottle, the Chancellor of the Exchequer 
receives 18s. 44d., but from the export price he receives nothing. 
Indeed, the United Stans Feders! ‘Government gets about 106, 

bottle from taxes, and State governments also impose, levies. 
Although it is ‘difficult to state categorically ‘hat the demand for 
a product is elastic or inelastic withour careful investigation, 


ion, these 
facts do suggest that the demand for Scotch whisky in the United 
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although conditioned to some extent by the price of pos- 
sole substitutes, tends to be relatively inelastic, Naturally, if. an 
export duty were considered, it would have to apply to exports 
of whisky to all destinations, But in 1946 exports to dollar 
countries amounted 10 3.9 million gallons out of a total of 5.9 
million gallons. With the increased allocation, exports should 
show quite an appreciat¥e rise this year. 


* * * 
Floating Security 


A mentee of Pere pains baneea, mits penaiy been 
deprived of security _in respect of a of £400,000 
owing to them by the Hungarian River and Sea, Navigation Co. 

outstanding from the. pre-standstill days of the early 1930's. 
The sage was eleven ships belonging to the debtor. Phey 
were part of the Hungarian Danube fleet that had been detained 
by the American authorities after the liberation of Austria. When 
those ships were released last November they were handed over 

the American military authorities to: the ‘Hungarian Govern- 
ment, which now, directly or indirectly, has a hundred per cent 
interest in the Hungarian River and Sea Nagivation Co. As the 
ships made their way down the Danube they were arrested in 
Linz on behalf of the British creditors acting on the authority 
dthe Austrian courts. After remaining in Linz for several weeks 
the ships ¢scaped on May ath unhindered by the Austrian police 
ad in disregard of the court orders. Their escape appears to 
have been prompted by emissaries who had been sent from 
Budapest. On their journey down the Danube the ships were re- 
grested in Vienna by the Austrian authorities, but were released 
in less than 24 hours on orders from the Russian military authori- 
ties. The latest news is that the ships are now in Budapest and 
well out of reach of the creditors. This is a clear instance of 
illegal seizure by the Hungarian Government of property belong- 
ing to British banking creditors. This event should strike a very 
odd note in the discussions which are now proceeding for granting 
substantial London credits to the Hungarian Government to 
finance the import of wool into Hungary. These credits are being 
utanged by London bankers and will be secured by the Export 
Credit Department guarantees. This seems to be a case where 
the left hand of the City of London, to say nothing of the Foreign 
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Office, knows little of what is being done. by,.or rather to, their: 
right hand. Bettec co-ordination might avoid losses which Britain’ 
can, ill-afford to make at this moment. Ss 


* * * i 
! 


International Timber Plans 


The international timber conference held in Czechoslovakia! 
concluded last Saturday. It was convened in order to estimate. 
and co-ordinate the world supply and demand for timber and. 
to attempt to overcome the problem of scarcity, The members, 
comprised most of the European countries, including delegates 
from the western zones of Germany, t with ‘the United: 
Kingdom, Canada, the United States, Brazil, Chile and Egypt.! 
The USSR was not represented and did not send an observer. 
As expected, the conference did not achieve any major results, 
but it was far from being a failure. It is interesting to find that 
the United Kingdom, being the main consumer, took a leading 
part in the discussions and in the formulation of the decisions.’ 

The world available supply of. softwood forthe 1947 season 
has been estimated at 2,509,000 standards, of which 5 
standards are to come from Canada ; 410,000 standards from Fine 
land (this figure includes shipments for reparations); 400,000 
standards from Sweden; 328,000': s from Germany ; 
250,000 standards from the United States; and 45,000 standards 
from the Soviet Union. British requirements comprised nearly 
half of the total. The prospective deficits between ‘supply, 
and requirements for 1947 and 1948 were estimated to be about’ 
10 per cent. Whereupon France proposed, and the conferencé’ 
agreed, to request all producing countries to expand output in’ 
the next two seasons by this percentage.. 

The second resolution was, that consumers should take all 
practical ecomomy. measures. The influence of British wartime 
experience. was obviously very strong in this field.. The confer- 
ence recommended a limitation of timber.in buildings, economy, 
in packagings, use of fibre-boards and other non-wood materials. 
wherever practicable, and finally the recovery of old timber., 
All these economy measures are already,in operation in this! 
country. 


GROUP ACCIDENT 
INSURANCE 


promotes valuable good will 
—and at small cost 


A policy that insures the employee 
against accidents both at work and at 
play. If you are an employer ask us 
for particulars. If you are an employee, 
ask your employer about it, 


GENERAL 


ACCIDENT FIRE AND LIFE 
ASSURANCE CORPORATION: LIMITED 
Ascets £3! ,000,000 Claims paid £130,000,000 
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It was further agreed that it would be unwise, from a long- 
term point of view, to cut too much timber now. The Economic 
Commission for Europe is therefore to be asked to take respon- 
sibility for the effort to increase available timber supplies and 
to effect a satisfactory distribution, taking into consideration 
countries’ current needs for reconstruction purposes and also 
longer term requirements. riba! * ; 

Finally, the conference recommended that, as German aggres- 
sion caused the damage which now has to be repaired, and as 
the amount of German timber felled during the war was double 
that of the pre-war period, Germany should make a major con- 
tribution to current supplies. It was agreed that she could export 
some 328,000 standards in 1947 and 200,000 standards in 1948, 

If these recommendations can be carried out, timber prospects 
for the next twelve months will look brighter, Of the, estimated 
available world supplies for 1947, some 1,200,000 standards should 
be available to cover British requirements. The use of 
German timber will not interfere with the British plans for deve- 
loping supplies from the British zone ; it will ‘rather. form an 
expansion of it. It is not known whether the Soviet Union will 
agree to ship timber from its zone for teconstruction purposes 


in Western Europe. 
i * x 


Accountants and Nationalisation 


All too Jittle attention has so far been paid to the question of 
the form of accounts to be adopted by the various governmental 
boards of nationalised industries, despite the obvious importance 
of coherent and objective systems of costing, The Accountants’ 
Joint Parliamentary Committee, the work of which was described 
by Mr Gilbert D. Shepherd in his presidential address tov the 
annual meeting of the Institute of Chartered Accountants last 
week, was set up last year to consider the effect of coal nationali- 
sation upon the accountancy profession: The terms of reference 
of the Committee, which ‘ineludes representatives of each of the 
leading accountancy bodies, ‘have now been widened to cover all 
nationalisation proposals which may have an effect upon the 
accountancy profession. It seems that the Committee has so far 
been concerned mainly with the impact of ‘nationalisation upon 
accountants as such, but it is very clear that many of the issues 
involved have a much wider public significance. ne 

Although the National Coal Board, the practice of which may 
well be followed by other nationalisation Boards, has appointed 
a leading firm of accountants to audit 
planning to establish a comprehensive internal audit department 
responsible for thé Gctailad andit work_of ae Sb eicrics, 
etc. N&turally, if wotild“have beefi impc ( ish such 
a system rapidly,.and inthe meantime,the Boaid is employing a 
number Of professional firms in the various regions. But when 
the plan is fully working it seems cleat that the field for pro- 
fessional” accountants ‘in the colliery industry “will be creatly 
narrowed, and the benefit of much highly specialised knowledge 





‘its Own accounts, it is also. 
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standing would be attracted by the prospects. ‘working as 
employees wholly within ‘a given industry) It would ‘cettaifily 
be regrettable if-zhe accounting ‘systems of the nationalised indus- 
tries were to be assimilated to the methods of the traditional 
service of Government accountants, for their techniques are 
essentially adapted io thé needs of public: administration: :ather 
than to those of the running of trading and industrial concerns 
In pursuing such issu€s as thesé mainly from the standpoint of 
their effect upon the accountancy profession, the A 

Parliamentary Committee may none the less perform a valuable 
public setvice in “drawing arate ig the need for ‘the’ highest 
standards of Objective accounting im nationalised industry. With. 
out adequate and ‘realistic ‘accounting data, it will be virtually 


will inevitably ‘be lost—more particularly ‘as few accountants of 
of * . 


impossible even for the expert outside observer to judge how. 
such industries are being efficiently and ‘economically tort 


Shorter Notices. 

Following the increase in crude oil Gulf prices recently 
prices of certain petroleum products in the United Sechenion 
been raised this week. Motor spirit is increased by 14d. to 2s. o}d, 
per gallon, including duty. Paraffin ‘and vaporising oil are 
increased by 1d. and Diesel'oil for road vehicles by 4d. a gallon, 
White spirit is imcreased by 13d. a gallon and bitumen by 9s, 


per ton. 
* 


United States imports of manganese ores reached a record 
level of 1,747,000 tons in 1946, against 1,461,945 tons in 1945. 
India. and the Gold Coast were the main sources of \ 
Industrial stocks, of ore at the end of 1946 totalled 872,347 tons, 
against 513,063 tons in December, 1945, and were equivalent to 
over six months’ supply at the consumption rate established jin 
the second half »f 1946. Domestic production represented about 
one-tenth of consumption. 

* 


Following the reports of several committées of enquiry, the 
Minister of Labour has decided to set up seven different w 
councils for the retail distributive trade, a Separate one for 
hairdressing. Objections to this proposal can be lodged before 
June roth, but, even if there is some opposition from the trade, 
there is unlikely to be any from, the general,public, » While 
sections ate already covered by joing indusirial councils, there 
still some largely unorganised and unregulated sections in this 
highly complex and hetetogeneous group of trades. The effect of 
wages councils should be to raise the standards of those sections 
and units which are below average and to give statutory pro- 
tection to workers whose conditions and hours are still un- 
regulated. 





SECURITY PRIGES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports also appear in the Supplement: Vickers ; Ever Ready; Home and Colonial; Pinchin Johnson. 
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MPANY. MEETINGS |» 


~ SCOTTISH” UNION “AND NATIONAL 


INSURANCE GOMPANY 
SUBSTANTIAL INCREASE IN PREMIUMS 
SOUND POSITION, 
MR. GEORGE F. HENDERSON'S SPEECH’ 


“The 122nd arnual general meeting of ‘the 
ghareholders of the Scottish “Union ‘and 
National’ Insurance Company was held at 
Fdinburgh, on the 14th instant. 

Mr George F. Henderson, M.C., W.S., 
the chairman, who presided, ‘said: 

My Lords and Gentlemen, ‘The accounts 
for the year which have been in your hands 
for some days largely follow the customary 
form. Having regard to the many difficult 
problems of trade and commerce throughout 

world, over which area w¢ operate, I hope 
the figures’ presented to you may not 
be considered unsatisfactory. 


The outstanding features of our accounts 
gre the substantial increase in premiums in 
al departments and the Serseat heavy cost of 

e former, of .these 


qyoning our business. 


{wo items will be dealt with under the reviews 
af departments. Of the latter, the consider- 
able increase im expenses will have been 
noticed. This is mainly due to three fac- 
tors. Firstly, a substantial. rise in premium 
income which must naturally carry wich it 
incteased cost, then the increase in com- 
modity prices which means that we have had 
to pay more for our office supplies and equip- 
ment, and lastly the increased salary bill 
following the return of the majority of those 
df our staff who have been serving with the 
Forces during the war. men and 
women whom we welcome. back have been 
minstated in our employment on a_ basis 
which is intended to prevent them from being 
pecjudiced by their vears of absence and this, 
weether with a general rise in salary rates, 
maiurally increases our expenses. 


LIFE DEPARTMENT 


The return. of the majority of our out- 
door staff in 1946 was reflected in the in- 
Ceased new business written in the life 

ent. The total new sums. assured, 

t deducting reassuranmces, amounted to 

2,408, an increase of 80 per cent. over 

the figures for the previous year. While this 
is lower thar: the new business written 

in the years preceding the war, it should be 
ted that the whole of. it arises, from 
§ Written within this country. We'do 

not now, as wads the case before the war, 
tramsact new life business in India or Eire. 
circumstances the business written is 
satisfactory, more particularly as. the 
bts are in no way inflated by any blocks 

@ Susiness or special schemes at low rates 
of premium. 

Our claims by death are higher than for 
the last four years. Our experience in recent 
Years has been most favourable and: despite 

fincrease in 1946 the total payments ‘are 

ay wets expected by th. xtmortaloy 
ich we employ. Expenses and com- 
ftikion have both’ advanced with the in- 

(eased business written. On the other side 

iteaccount, despite the single premiums in 

166. being £10,000 less than in the previous 

Our total premium income shows a 
increase of over £20,000 . at 
The life and sopuity funds have 
during the course of the year by 
to £12,851,977. 


(05) FIRE DEPARTMENT 
‘The total premium income of £1,915,610 
ame another new record in the history 


Bes ~pany. This increase is in some 
™eesute due to the rise in insurable values, 







but’ it also ‘reflects the work done by the 
members of our organisation in developing 
new avenues of business. Adequate provision 
for premium reserve has been made to meet 
this development of our fire account, The 
claims paid and outstanding are higher than 
in 1945, mainly on account of the continued 
unfavourable experience in our North Ameri- 
can business. ‘The remainder of our ‘business, 
both at home and overseas, has been ex- 
tremely fayourable and indeed is an improve- 
Ment on the previous year. Our position in 
the USA and Canada, however, follows the 
general experience of companies in these 
countries. -While there is no consolation in 
making a loss in any class of business, it is 
interesting to note that otir loss experience 
on the American..Continent is below the 
average of the majority of companies. 

- Overall the trading ‘surplus in the fire 
department for. the. year+was £211,591 but 
out of this the sum of £185,193 has been 
added to reserve for unexpired risks in 


consequence of the increase in premium 
income 


ACCIDENT DEPARTMENT 


_ In this department the aggregate premiums 
increased by some £87,500. Each section 
of the accident department contributed to this 
advance. The smaller transfer to profit and 
loss is entirely due to a heavy loss experience 
in the motor section, The other sections of 
the account each showed a satisfactory profit. 


Looking ahead we must anticipate some 
ction of our premium income as a result 

of the impending legislation regarding Work- 
men’s Compensation. The National In- 
surance (Industrial Injuries) Act, under which 
the administration of workmen’s compensa- 
tion will operate, provides for the Ministry of 
National Insurance taking over the insurance 
of employers’ liabilities to their workpeople 
other than those which arise at Common Law. 


MARINE 


After the anticipated reductions in marine 
premiums which occurred in ‘fecent years, 
it is very satisfactory to report an’ increase 
of over £194,000 in the premiums for 1946. 
This has, of course, made it necessary to 
increase the marine underwriting fund but, 
on the other hand, it has been possible to 
release £50,000 from the reserve we had 
set up to meet sible excess profits tax 
no longer required, and the sum of £110,000 
is available for transfer to the profit and loss 
account. 


> INVESTMENTS 


1946 saw the continuance and, I hope, the 
culmination of the Treasury’s present cheap- 
money policy. As a result, the market value 
of the Stock Exc inyestments. showed 
further appreciation at the end of the year. 
We are, He course, more concerned with the 
ci investing money at a reasonable 
yield. Although it seems likely that we shall 
not see lower interest rates, conversions to 
lower rates of maturing debentures, etc., are 
likely to continue to affect ngs for some 
time. The loss of various securities through 
nationalisation of industries will have a 
similar effect. at new Gian tax may 
still further limit the earnings from invest- 
ments. It is to be hoped that it will not be 
a vehicle ‘for stifling enterprise and denying 
the normal protection to capital while infla- 
tionary conditions continue. 


Balance Sheet.-I do not | think: I; need 
make much comment about the balance si 
which refiects the sound and healthy condi- 
nen of the company. HGEG, BL 

The past year has largely been one of 
reconstruction after the disorganisation caused 
by the war. The rehabilitation into our 
business of the men and women who served 
in the Forces has been a welcome responsi- 
bility, . Many of the readjustments in) our 
organisation rendered necessary by this factor 
are yet to be put into full operation. Every 
encouragement is being given to the younger 
members of the staff to equip themselves by 
ee and — to play their patt in 


provision af that service which the:company 
always seeks to provide for its. policyholders. 

During the war. years it.was.not i 
to seer cote: ae ‘our overseas roe es and 
agents. but year our gen manager, 
Mr Stevens, paid visits to the United States, 
Canada and Australia, while ‘a’ ‘numberof 
our representatives from ‘abroad -paid visits 
to this country. ‘These direct-contacts with 
our representatives in other countries are of 
great importance and most helpful to our 
business. 

The year 1946 has’ not been an easy one 
for insurance companies and has called for 
much hard work by the executive and every 
member of our staff. I wish to take this 
opportunity of thanking them one and all 
for the good work they ‘have done. and to 
assure them of our appreciation of their 1 
services and cO-Operation. Thes¢ remarks 
also apply to our agents and representatives 
abroad whose efforts and services have been 
of such benefit to. the company. 

The report and accounts were approved. 


ROYAL INSURANCE COMPANY | 


LIMITED 
101st ANNUAL REPORT 


In a statement circulated with the 101st 
annual report of the Royal Insurance Com- 
pany, Limited, the chairman, Mr. P. R. 
England, said that fire, accident, and marine 
premiums at £21,840,373—a record figure— 
were higher by £4,255,642 over 1945. Under- 
writing profit was £1,056,010 compared with 
£1,563,237 in. the previous: vear. 


DEPARTMENTAL RESULTS 


Fire premiums at £10,428,006—the highest 
recorded—rose by over {£2} million against 
the 1945 figure of £7,841,426. 

Accident and general premiums totalled 
£9,462,674 (a record), rising by “over 
£1,700,000, against. £7,752,880 of 1945. 

The Marine account closed with a profit 
of £440,999 to which the four principal 
marine underwriting « centres — Liverpool, 
London, America and Australia—all .contri- 
buted, 


Life new business, at- £7,598,0C0, showed 
a substantial advance of over three and a half 
million pounds’ agaihst~the 1945 figure of 
£4,005 ,000. 

Apart from agency commission ahd over- 
seas taxation,. expenses. were, 15.47..per cent. 
of the premiums. apy 


PROFIT AND LOSS ACCOUNT 


In addition to interest (amounting to 
£1,056529 net) and the usual departmental 
transfers, the account had been credited with 
£103,949 “profit on foreign exchange in 
respect of interest. and dividends. remitted. 
£756,461 had been brought in on account 
of profit realised on investments, mainly in 
respect of U.S.A. ‘securities On the other 
side of the ‘account. *a transfer of £534,500 
had been made to the staff pension funds, 
this figure including a provision against the 
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charged as provision for British taxation 
in respect of 1946 profits. This was addi- 
tional to the taxes of £884,200 on interest 
(which was shown net in the account). There 
were also Dominion and foreign taxes of 
£632,705 which appeared as separate charges 
in the revenue accounts. 
A balance of £1,771,859 had been carried 
forward. 


5 


A YEAR OF TRANSITION 


The chairman. characterised 1946 as 
primarily a year of transition. The world 
had been acclimatising itself to the atmo- 
sphere of war’s aftermath, an atmosphere no 
less exacting than that of war, but perhaps, 
in a sense, more dangerous because less 
stimulating. The solution of Britain’s 
problems would tax the resourcefulness and 
political sagacity of her people to the utmost, 
and would depend on the persistence of those 
qualities which had made for her greatness 
—leadership, hard work, tenacity and willing- 
ness to co-operate, 


MANPOWER AND EFFICIENCY 


Much had been said and written about 
steps to improve the economic position of 
the country. The inescapable emphasis was 
upon increased production. This rightly 
applied not only to manual work, but equally 
to black-coated occupations. There were 
perhaps three million black-coated workers 
in this country. It took little imagination 
to visualise the additional. manpower which 
would become available if the output of each 
individual could be raised by 10 or 15 per 
cent. The responsibility did not lie merely 
with the employee. He undoubtedly had his 
obligation to raise his output to the maxi- 
mum, but it was equally important for the 
employer to plan for maximum efficiency to 
eliminate antiquated methods and anneces- 
sary routine. 


INTERNATIONAL TRADE AND INSURANCE 


It was regrettable that there was still a 
tendency in many countries to adopt a.legisla- 
tive policy inimicable to the interests of 
foreign insurers, It was hoped that those 
responsible might yet realise the international 
CWaracter of insurance so convincingly 
stressed by Sir Stafford Cripps in the House 
of Commons in November, 1945. No one 
in Great Britain would lack sympathy with 
countries which were confronted wifh diffi- 
cult problems in their balance of payments, 
but it was permissible to stress the inescap- 
able truism that, if those countries 
looked to Britain for a market for their 
primary products, they must be ready to 
accept some part of the payment therefor 
in the services Great Britain had to offer, 
of which insurance is not the least important. 


DIVIDEND 


In November last an interim dividend of 
3s, 9d. (less tax) was declared. The directors 
recommend a similar rate for final dividend, 
making 7s. 6d. per £1 stock for the year 
compared with 6s:.6d. for 1945. 


THE LICENSES AND GENERAL 
INSURANCE COMPANY, 
LIMITED 
FURTHER EXPANSION | 
The fifty-seventh ordi i 

Pte me hm acanthoey 
Peay? Limited, was held, in London, on the 
Mr Sta C+ Pm penn (the chairman), 





reserves” a sum equal to 10 per cent. of the 
premium income, Your company is in a 
position to declare a percentage y in 
excess of the required figure. 

The Life department funds now total al- 
most £400,000. This department is assuming 
quietly a measure of some importance. The 
fire department continues to show a reason- 
able profit in a transfer of £19,261 to the 
credit of profit and loss. With regard to our 
motor account, an accession of business has 
called for substantial reserve additions, cOst- 
ing no less than £54,821—and equal approxi- 
mately to twenty-five per cent. of the income 
figure. There remains the sum of £6,665 to 
add to profit and loss. 

The general account provides a profit 
similar to the preceding year, but with the 
increased income, the financing charge is 
slightly more onerous than in 1945—{27,269 
in all being required for unexpired risk and 
added claims reserve before a profit balance 
is reached. The upward trend of interest 
earnings continues and your directors feel 
that the dividend payment might again fol- 
low a like course by an additional 24 per 
cent. in the final payment. 

The report was adopted anda final divi- 
dend of 22} per cent., making 324 per cent. 
for the year, was approved. 


METHUEN AND COMPANY, 
LIMITED 


PUBLISHERS 
INADEQUATE PAPER SUPPLIES 


The annual general meeting of Methuen 
and Company, Limited, was held, on the 
22nd instant, at 36, Essex Street, W.C.2. 

The following are extracts from the state- 
ment by Mr H. N. Hume, C.B.E., M.C., the 
chairman, circulated with the report and 
accounts : — 


There has been only a relatively small con- 
traction im gross and net trading profits 
which, having in mind the difficulties which 

rsisted throughout the year, is gratifying. 

e reduction of excess profits tax to 60 per 
cent. has made available an. appre- 
ciably larger sum for reserves and dividends, 
with the result that we have been able to 
recommend a dividend of 10 per cent. which 
will cost (after income tax) £4,400 more 
than the 6 per cent. dividend last year, while 
at the same time we have added £12,035 
out of the year’s profits to reserves and carry- 
forward, whereas we added only £5,026 a 
year ago. 


SATISFACTORY LIQUID POSITION 


We received £31,396 by way of 
post-war refund of Excess Profits Tax 

ring year, and we have since received 
a further £10,226. In the same periods, 
Chapman and Hall, Ltd, have recei 
£7,184. The aggregate of reserves in the 
balance sheet of Methuen and Co., Ltd., now 
amounts to £102,862, and there are further 
pman and Hall, Ltd., to 


needed to recreate our stock in trade as soon 
as supplies of raw materials allow and the 
necessary production facilities are available. 
I wish it could be said that the increase 
profit for 1946 was sympto- 


far away f the truth, 
¢ rman, Mr C. W. Chamberlain, ee 
at our last 


slowing up of printing and binding which had 
then become apparent and which he regarded 
as constituting the company’s bi pro- 
blem. Paper supplies were aoe in 


Since 31st December last the j 
deteriorated. The winter fuel Gas, come 
an im iate loss of output in all branches 
of producuon (and incidentally also of dis. 
tribution) and a cut of 10 per cent. in the 
24th paper quota. Unfortunately, that was 
not all, for it quickly became apparent that 
the 10 per cent. reduction in the paper ration 
imposed by the Paper Control was one thing 
ae ie real et possibly i 
to per cent., as a Consequence 
of the Ministry of Fuel’s allocation of ¢oal 
to the mills, quits another. The official 
“ quota” for publishers is at present no more 
than a pious Lope of the Ministry of Supply. 
but we cherish hopes that this position will 
be improved in the near future. 

My colleague Sir Stanley Unwin, j 
recent characteristically forceful statcenens, 
has pointed out a ee of other large in- 
consistencies in the vernmen ttitude 
to books. aes 

While the shortage of raw materi 
and while books continue to be a 
Officially as plain merchandise, and not as 
vital to the nation’s life and therefore to be 
accorded some degree of priority, the uni- 
beste a s, libraries and general 
readers will continue to find themselves 
short of books. 


ENCOURAGING DEMAND FOR BOOKS 


_Happily the outlook is not without brighter 
vistas also. ‘The demand for books of all 
kinds continues to be most encouraging to 
publishers. There are signs that the reading 
habit which was so noticeable during the 
war is nov apparently being overcome by 
rival attractions, 

With the complete lifting, at last, of the 
Excess Profits Tax, we can look forward to 
the enjoyment and utilisation in more réason- 
able measure of the profits we earn. We have 
suffered most unjustly from the incidence of 
this tax. Over the 20 years i i 
preceding its imposition in 1939—years 
which included several that were bad ones 
for the whole publishing trade—our profits 
averaged nearly £30,000: yet our standard 
for excess profits tax purposes was under 
£20,000. Since 1939 our profits have 
averaged £77,000. Admittedly six of these 
eight years have been exceptional ones for 
publishers; but, with the pre-war profit 
record I have mentioned, I consider optimism 
is justified. 


E. POLLARD AND COMPANY, 
LIMITED 


STRONG FINANCIAL POSITION 


The thirty-fifth annual general meeting of 
E. Pollard and Company, Limited, was held, 
on the 14th instant, at 159, St, John Street, 
Clerkenwell, London, E.C., Mr H. Edward 
Pollard, chairman and managing director, 

The chairman, in the course of his speech, 
said: I have pleasure in submitting to you 
the accounts of the company for the year 
ending December 31, 1946. The actual. net 
profit after providing for taxation and credit- 
ing an estimated amount of E.P.T. deficiency 
relief for 1946 is £57,420, as against £42,893 
for 1945. . 

You will see that the balance of the profit 
and loss ‘account amounts to £132,385 after 
deduction of depreciation and amortisation, 
interest and a provision for deferred repairs 
and rehabilitation expenses of £15,248 and 
after adding an estimated E.P.T. deficiency 
relief claim of £164,346 and an amount of 
£8,286 for interest and rents receivable, etc 
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To this profit of £132,385 is added the 
carry-forward from 1945 of £39,243, giving 
ys £171,628, which we propose to’ deal with 
by payment of the preference share dividend 
@ 7 per cent., amounting to £10,351 net, 
gnd a dividend of 7} per cent. on the ordinary 
shate capital amounting to £12,636 net. We 
are reserving for income-tax £72,911, which 
we consider adequate, and also £2,054 for 
the debenture reserve account. This leaves 
g balance of £73,676, of which £25,000 is 
io be transferred to the general reserve, leav- 
ing £48,676 to be carried forward to the 
1947 accounts. Altogether our total assets 
gmount to the considerable total of 
£1,377,373, and J] think you will agree the 
palance-sheet shows a strong financial 

A YEAR OF DISAPPOINTMENTS 


Nineteen hundred and forty-six was a 
year of disappointments. You will appre- 
gate the incvitable delays that must occur in 
cunging from war to peace-time production. 
We have met and overcome these difficulties 
wd, in fact, made good progress towards 
gtablishing a peace time market, There are 
in addition other obstacles to any rapid re- 
tum to full production. I refer to the 
extreme difficulty of obtaining raw materials 
and to the frustrations, and delays that are 
caused by the restrictions and controls placed 
ypon all our important materials by the 
guhorities. ‘Timber, plywood, plate glass, 
ison and steel are all being controiled out of 
q@istence as far as we are concerned, al- 
though we are constantly endeavouring to 
improve matters. Decorative veneers are 
gnitolled, we are told, because they . are 
required for housing. Plate glass is manu- 
factured in large quantities in this country, 
but nearly all exported, while foreign plate 
gass is being regularly imported. These are 
but two peculiar happenings that we find so 
dificult to understand. 


tating on our research and development of 
themative materials. We have brought our 


® designing and manufacturing staff up to date 


with the: world developments that went on 
wing the war outside this country. Dele- 
of our staff have visited the United 
States and South Africa and the lift engineers 
@ Hammond and Champness, Limited, 
made the official investigation into German 
ethods and design on behalf of the authori- 
%, They visited that country and, inci- 
eatally, found much of interest in. Hitler’s 
n lift in his Berchesgaden hide-out. 


f 


aK 


INCREASING EXPORTS 


We are slowly increasing our export of 
akins’ steel shutters and extending our 





UNITED GLASS, BOTTLE MANUFAC 
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ERE ae 
YEAR OF SATISFACTORY PROGRESS 
SIR WALROND SINCLAIR ON THE OUTLOOK 


The thirty-fourth ordinary general meeting 
of the United Glass Bottle Manufacturers, 
Limited, was held, on the 8th instant, at the 
an office, 8, Leicester Street, London, 


Sit Walrond Sinclair, KBE (chairman. of 
the company), in the course of his speech, 


Comparative figures indicate Clearly the 
satisfactory progress made during the past 
year, both in our earnings and financial 
resources. 


RESULT OF YEAR’S OPERATIONS 


Turning first to the profit and loss account 
of the parerit company, manufacturing and 
trading profit after providing fully for excess 
profits tax, is shown at £488,972, an increase 
of £33,555 over the previous year. Dividends 
from subsidiary companies together with 
sundry revenue from other sources as de- 
tailed, after deduction of income tax, brought 
in a further £68,331 and disclose a total 
credit: amounting ta £557,303. Your direc- 
tors propose to mecrease the distribution on 
the ordinary capital from 134 per cent. to 15 
per cent., less income tax, by the payment of 
a final 7} per cent. and a cash bonus of 24 
per cent. I have no doubt this recommenda- 
tion will meet with your approval. ‘The 
credit balance to be carried forward to the 
current year will thus be increased by 
£10,503 to £86,745. 


REASONS FOR IMPROVED RESULTS 


So much for the figures given in your 
company’s profit and loss account. These 
improved results are due largely to two fac- 
tors: economy in administration and in- 
creased turnover. Economies under existing 
conditions are not easy to achieve, but with 
the willing co-operation of our very efficient 
staff this has been accomplished, notwith- 
standing the increased turnover over the 
record established in the previous year. The 
latter is due to circumstances with which you 
are doubtless as familiar as I am, for the 
shortage of glass containers has been for 
some time, and still is, an acute national 
problem. 

Upon referring to the balance sheet. you 
will observe that the fixed assets appear at 
a valuation of over two and a-half million 
sterling, the net increase over the previous 
year’s figure being £94,941, and of this in- 
crease {89,577 represents the increase in 
land, buildings, plant and machinery, even 
after the provision of £108,282 for depre- 
ciation. In this Connection it is important 
to note that the fixed assets of the sub- 
sidiaries, whose shares appear in your com- 
pany’s balance sheet at cost and were 
acquired on a profit basis in 1937, and upon 
which considerable expenditure has since 
been made, have been — ry at 30th 
une last by a well-known of surveyors 
J valuets and are included in € 
accounts at a. figure very substantially less 
than the valuation, — . 

I wish to emphasise. the important fact 
that they were appraised as going concerns 
upon a conservative basis and your directors 
subsequently reduced the valuation to the 
extent of approximately 67 per cent. on. the 
pent and machinery and 33. per cent, on the 

‘af“and  buildi 


' d undistributed prods ba 
¢ reserves an istribut have 
risen by. over the, general 


Fen cally £350,000 haher at £850,000 
ing actually 43> ier at ( 
consequent as our having transferred the 
debenture emption reserve not now re- 
cet ik ‘amounting to. ars plus 
009 from our earnings during the past 
year. The other items which go to make 


up the total already mentioned explain them- 
selves, and I think you will agree.that.our 
financial structure is on a very sound basis. 

The consolidated.accounts give you a clear 
picture of the whole undertaking... Trading 
profits, after providing for taxation, reach the 
very satisfactory total of £737,838, the two 
principal charges against thes¢ are income tex 
£233,415 and depreciation £147,712. -« You 
wil gather from these figures: that our con+ 
tribution to the National Exchequer is on a 
considerable scale.. The net profit is shown 
at £322,014 and together with the ‘balance 
of £183,371: brought forward from the. pres 
vious year makes a total of £505,382. Refer- 
ence: to thea iation account will indi- 
cate how this has been dealt with The 
consolidated balance sheet shows assets 
aggregating £6,028,044, to: which current 
assets contribute £3,894,618. Current liabili- 
tis amount to. £1,454,542, while there are 
reserves and undistributed profits totalling 
£1,897,960. f 


DEMAND EXCEEDS SUPPLY 


You will no doubt be interested to learn 
whether any change has taken place in 
trading conditions since I last addressed you. 
As a matter of fact, the position regarding 
supplies of glas$ containers is still as acute 
as ever. The demand still greatly exceeds 
the supply. The difficulties regarding raw 
materials, adequate skilled labour, the high 
cost of fuel coupled. with the poor quality of 
such coal supplies as we are fortunate enough 
to secure, make the work of our managerial 
and administrative staff much more laborious 
than we would desire. In normal circum- 
stances the change-over from war to peace- 
time conditions should not, in our trade, be 
a serious matter, but for reasons which must 
be obvious to you there seems general 
ment that the difficulties to which I have 
referred are, if anything, even more apparent 
to-day than they were a year ago. 

While our turnover exceeded that of the 
previous year both in volume and in value, 
production costs continue to’ increase, and, 
as I have already mentioned, our improved 
results are largely due to the economies we 
have been able to effect in administration. 
Of course, there is a limit to these, and our 
Rey will still be to ensure that the tradi- 
tional service to all UGB customers is main- 
tained to the utmost of our power. As you 
may know, in common with the industry,.we 
maintain close relationship with Government 
Departments, and this been mutually 
helpful and satisfactory. 


THE FUTURE: CO-OPERATION ESSENTIAL 


a strong trading and fihancial basis so, there 

is treason why we should contiriue to 

enjoy the prosperity that has been our good 

fortune for many years past. — 
The report was adopted. 
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LANCASHIRE STEEL 
CORPORATION, LIMITED 


INCREASED EARNINGS 


The seventeenth ordinary general mecting 
of the Lancashire Steel Corporation, Limited, 
was held, on the 12th instant, at Warrington. 

Mr John E. James (chairman and manag- 
ing director) said that the earnings from 
operations for the 14 months’ period to 
December 31, 1946, which included the 
earnings of the corporation’s subsidiary com- 
panies, Rylands Brothers, Limited, ite- 
cross Company, Limited, and the Pearson 
and Knowles Engineering Company, Limited, 
amounted to £960,486. 

The directors recommended a dividend 
for the 14 months at the rate of 8 per cent. 
per annum on the “A” and “B” ordinary 
stock. This represented an increase of 1 per 
cent. per annum in the rate of dividend 
which had been paid annually since 1936. 

The general reserve was now £1,000,000, 
while a reserve of £500,000 for possible losses 
due to reduction of output and possible 
fall in present prices of trading stocks, which 
had been accumulated in previous years, 
appeared for the first time. The reserve for 
depreciation amounted to £2,690,000. The 
excess of current assets over current liabili- 
ties and provisions amounted to £3,391,089. 

At their Irlam works they had completed 
the 32-inch and 34-inch mill scheme com- 
menced in 1938 and delayed during the war 
and all the mills were now electrically driven. 
As the blast furnaces became due for re- 
building, they had constructed them of larger 
capacity and were installing more powerful 
modern blowing plant which would enable 
them to make further increases in their size 
if desired. 

INCREASE OF PRODUCTION CAPACITY 


Plans were already well forward for re- 
building the older part of che open hearth 
steel furnaces with the object of increasing 
the output of steel ingots. They had already 
converted some of their steel furnaces to. oil 
firing. In addition they had made good 
p ess with an ingot mould preparation 
building with a. view to improving further 
the quality of production, 

They had just completed the Rixton tip- 
ping ground for refuse which would cover 
their needs for many years ahead. They had 
put forward a plan for a new rod and bar 
mill of the most modern type for installa- 
tion at their Warrington works. The wire 
side of their business had had attention and 
last year they had commenced to build a 
new nail factory at. Rylands Brothers, 
Limited. They hoped to have this new 
factory in full operation by the next annual 
meeting. 

During the period under review, their 
works had been fully employed. The pres- 
sure for delivery of all iron and steel 
materials was heavy, but notwithstanding 
difficulties in supplies of raw materials, they 
had been able to obtain average outputs. 

The lack of certainty about coal supplies 
was giving rise to grave apprehension, and 
continuous working of the ‘Main Depart- 
ments would become impossible | unless 
adequate guaranteed coal supplies were 


to increase its capacity to 
15,000,000 ingot tons annum .and to 
and machinery 
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RIO TINTO COMPANY, LIMITED 


DETERIORATION OF POSITION IN SPAIN 


The seventy-fourth ordinary general 
meeting of the Rio Tinto Company Limited, 
was held, on the 13th instant, in London. 


Mr J. N. Buchanan, D.S.0., M.C., pre- 
sided in the absence, owing to the sudden 
illness, of the chairman, the Rt. Hon, The 
Earl of Bessborough, G.C.M.G., whose 
speech he read, of which the following is an 
extract 


I refer with profound regret, first—to the 
death on February 14, 1947, at Gibraltar, of 
Captain Ulick de Burgh Charles, and second 
—to the resignation on the 11th March, from 
the board of directors, of its distinguished 
chairman, Lord Geddes. 


RESULT OF YEAR’S OPERATIONS 


The revenue account shows that the net 
return on sales of produce was down by 
some {£60,000 as compared with last year, 
after deducting the writing back of the 
amount of £84,000, a reserve no longer 
required ; on the other hand, the figure of 
“gross dividends and interest” was more 
than doubled ; on the opposite side of the 
account the increase in the first item from 
£187,000 to £323,000 is mainly due to 
British taxation resulting from this increase 
of dividend receipts. The balance carried to 
appropriation account is higher by £66,000, 
It amounts to this: after meeting the deben- 
ture service and the payment as usual of the 
preference dividend, there is a balance for 
the year of about £160,000—or, if the item 
of £84,000 before mentioned is eliminated, 
the surplus for the year available for the 
ordinary shares would not have exceeded 
£76,000. 


In view of the serious deterioration of the 
company’s position in Spain since the turn 
of the year, to which I will refer later, the 
board have decided that it would not be 
prudent to pay a dividend on the ordinary 
shares, and have therefore added the surplus 
for the present to the carry-forward. This is 
undoubtedly the wiser course to pursue, in 
view of the boards decision to redeem the 
debentures. They propose to give notice on 
the 30th June next, as by the terms of the 
trust deed they are entitled to do, to redeem 
the outstanding debentures on the next fol- 
lowing interest. payment date, October 1, 
1947, As a substantial proportion is already 
held by the Staeany in we portfolio this 
operation will not strain the company’s 
financial resources. 5 

Once the company is freed from the. gross 
annual charge of £160,000 for the service 
of the debentures the date for the resumption 
of the payment of a dividend on the 
shares is appreciably nearer. 
tion in 


INGREASED ACTIVITIES IN 1946 
I now tum to Spain. At the end of Ma’ 
Aidt yeahh. aR vie lane ‘oemiel goneell saan” 
ing was held, the for the trading 
out considerable 


our operations through- 
out 194 had been broken by beneficial rains ; 


improving ; it was that our 

duction of and brimstone be 
greater than in the preceding year, and it 
was ~ that our invest- 
ments in copper mines in 
Northern Rhodesia would a greater 
_ All these favourable ions were ful- 
filled during the course of 1946. Our pyri 


deliveries were more than 100,000 tons hi 


than in 1945 ; copper and sulphur Production 
See ae ce ee ier ce 
to £332,458. £158,863 

Despite those substantial gains in 
production and delivery figures in Spain and 
overseas the net yield to the company has 
been most disappointing. The year 1946, 
which began so full of promise, ended in the 
most adverse and disappointing circum. 
stances, which haye continued far into 1947, 

t the first four months of this 

fuel shortages have precluded all metal- 

rgical operations for the production of 

blister copper and brimstone, with concomi- 

tant effect upon our overall costs and our 
income in Spain. 

Within a fortnight immediately f i 
my election to the chair I set a ia Mant 
this year, to visit your company’s properties 
and organisations in Spain. I was accom- 
en it Francis Joseph and Mr, 

: ins, Our Managing director, 
thus forming a fully empowered deputation 
of the board. We were joined in Madrid by 

. A. T. Gough, our general manager at 
Rio Tinto, and with him we were received by 
His Excellency Don Juan Antonio Suanzes 
y Fernandez, the Minister of Industry and 
Commerce. 


DOMESTIC PRICES 


You will share my satisfaction over the 
outcome of those interviews. Knowing my 
anxiety to be able at this meeting to acquaint 
you with his decisions, the Minister has 
promptly caused me to be informed of the 
new official prices for copper, sulphur and 
pytites produced and consumed in Spain. 

h it appears to have been impractic- 
able for the Minister fully to meet all our 
claims for consideration, the relief afforded 
by these new price levels is important. It 
will alleviate our position when we receive 
the increased quota of fuel to the extent pro- 
mised, which will enable us once more to 
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GOVERNMENT RETURNS 


For the week ended Ma aii ante total « 
sel revenue was {170,60 $i. agtinnt 
ary expenditure of ree and 


sues to sinking funds, as. 006. ‘Thus, 


sinking fund allocations < of. 


nst,) a \ deficit. of 
442, 000 for the _ corresponding, period 


$ year ago 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 


r 3 Reexipts into the 
ie thousand) 


009,015, the surplus ¢ accrued since April lst 
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4: CHANGES IN DEBT (f thousand) 
_ Ner Recerers. ‘Nev Repayaents 
Nat. Savings Certs. a; Bills... 32,068 
0 Detcare Heads 2,039 % Defence Bonds *1,837 
Other t ax Reserve Certs. 2,060 
| Antermal. 5.2694 70547 ays & Means Ad- 
‘External....... 4,655 Vanoes. 4. 4.» 106,675 
979R |; ~* 142,640 
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296-3} 170-0} 10 1-38 
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NATIONAL SAVINGS 
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BANK OF ENGLAND 
RETURNS . 
MAY 14, 1947 ., 
“ISSUE _DEPARTMENT _ 


Notes 3 . © Y PGevtDettl |. © oks,100 
‘In . +» 1390,354,542 | Other Scadiageerade 
In Ban 44 . . 1438,324,028 
partment 4, - 59,893,292 | Other Secs. |. 651,351, 
than. — 9,521! 
Tosue ««. o«es “1450,000,000 
. Z£ Bullion (a i €=8 
Ee ane) we O47 a33 
1450,247,833 "1450, 247,833 


BANKING’ DEPARTMENT 


Cagle... 14,553,000 Govt. Secs... 300,395,660 
Restivi. fo04 3,338,794 Other Secs. : 
Public Deps.*. 9,116,521; Discounts and 

_ Z 


een Yin 


96,250,500 -  ~ Sa300,936 
——— | Notes riveree 58.805.29 
Cobn, #5. ays. te pi 9,598 


Valued Gt. per fine ds. 172) 
*. 
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° be a pe debt is £11,015,100, capital noah po 553,000. 
Fiduciary issue raised from £1,400 million to £1,450 
million on December 10, 1946, ; 
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GOLD AND SILVER 
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NATIONAL BANK OF INDIA LIMIT 


Bankers to the Government in Kenya Coleny and Ugenga, — 
Head Office: 26 a Bs LONDON, E.c.2. 
BRANCHES: 


o> eee 


ae 
“Rangoon 
Chi Sagem cae Kampal 
it a 
baneoasinan Mwanza Tanga .. « i oo Tanganyika Territory 


SUBSCRIBED CAPITAL... ... £&4,000,000 
PAID-UP CAPITAL vee ee £&2,000,000 


RESERVE FUND ... «++ ++» &2,300,000 


The tank conducts every déscription of Eastern eaetink business. 
Trusteeships and Executorships also undertaken 


NATIONAL BANK OF EGYPT 


Incorporated in Egypt. 
Liability of Members is Limited. 
Head Office - - - CAIRO 


Commercial Register No. 1 Catro. ts 


wee eee 


FULLY PAID CAPITAL -. - £3,000,000 


RESERVE FUND - . - - _£3,000,000 
6 & 7 King William Street, E.C.4 


Branches in all the Principal Towas in.EGYPT and the SUDAN 


Maree 
Nakuru 
E 

Jinja 


ar 















REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER, | 


ANNUAL INCOME SXCESRS -  £16,300,000 
ASSETS EXCEED a8 - £97,000,008 
CLAIMS PAID EXCEED - - ~- 181,000,000 


(1946 Accounts) 
- CITY OF JOHANNESBURG 
THREE AND A-HALF PER CENT. INSCRIBED STOCK 1958/63. 
CITY OF BLOEMFONTEIN 
FOUR PER CENT. INSCRIBED STOCK 1954. 
CITY OF PRETORIA 
THREE AND A-HALF PER CENT. INSCRIBED STOCK 1953/58. 


NOTICE IS HEREBY GIVEN that in order to prepare the Warrants 
for Interest due Ist July next the BALANCES of the several Accounts 
in the above mentioned Stocks will be STRUCK on the night of the 
2nd June and that on and after the 3rd June the Stocks will be 
transferable ex dividend 

For Barclays Bank (Domintan, Colonial and Overseas) (London Regis- 


trars of the above Stocks 
ROW . SMITH, Manager. 
beware Place, Sapam Wall, E.C.2. May 5, 194 


~~ athe atin 





CITY. OF BLOEMFONTEIN 
FIVE PER CENT, INSCRIBED STOCK 1960. 


NOTICE IS HEREBY GIVEN that in yo yA epare the Warrants 
for Interest due 30th June next the ae ies @ several Accounts 
in the above mentioned Stock will be. STRUCK on the ni 

transferable 


— — = on and after the 2nd June the Stock will 
x dividen 
. For Barclays Bank (Dominion, Colonial and Overseas) (London Regis- 
trars of the above Stock), 
vias ETE, Manager. 
——_ Piatt, London vu. E.C.2. May 5, 1 


ST ANNE’S SOCIETY, OXFORD 


fapiicesions § are B.. ites § for the ont of of or in Economics, to take 
office in Octobe e Tuto wa aie to — Doepnks 








for a Final oe ieee ape i "Bhuosopay.. Po 
The initial =i will be ft least va Bilan Apoiicants geaulé bs —_ 
onsewmed @ hod Honours at a Uni 

Fr ne ean Tt. i Principal, Musgrave 
House, Oxford, to what at tee ake aia't be made before June 15th. 


With the ication ahon'd te ~ 
to whom reference can be made 


—— the names of three persons 
h_tqvtianpenens are not required. 


oor apnea si 


Portal or B«SC.ECON. 


The Loadon University B.Sc. Boon. Degree is a valuable qualification for statistical, research 





and welfare work in commerce and industry, and for teaching or Se ae 
Education authorities, etc. The degree is-open to all, without U 
may prepare for the three examinations at home under the experienced Ma Weany 


Hal (est. 1894) ; moderate fees, payable by instalments, if desired. 


Prospectus from Dept, P17, WOLSEY HALL, OXFORD 
A 


agp at Groene rsa nelle slime 


Criemed ite Ghent “Meena SO Se  Samige’ Peees, Lep,, Bex 
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‘THE ECONOMIST, May 17; a7 


| (BANK: OF ore 


Constituted 2 Act of ft Resfomect, we : 

AUTHORISED CAPITAL . od + ld oh UY 
CAPITAL FULLY PAD . ose ® Ae PS we 

RESERVE FUND & BALANCE carried forward .. > 82,765,945 
DEPOSITS & CREDIT BALANCES Biren 
as at 28th February, 1947 . Jee bed «+» 887,073,248 


Head Office: THE MOUND, EDINBURGH 
Over 200 Branches and Sub-Branches throughout Scotland, 
London Offices: 
CITY OFFICE, 30, BISHOPSGATE; E.C, 
PICCADILLY CIRCUS BRANCH, 16/18, PICCADILLY, w. 





ee 


2,400,000 
















THE HONGKONG AND. SHANGHAI 
BANKING CORPORATION 


(Incorporated in the Colony of Hongkong.) 


CAPITAL ISSUED AND FULLY PAID UP . $20,000,000 
RESERVE FUNDS STERLING - - - ~ £6,000,000 
RESERVE LIABILITY OF MEMBERS - - $20,000,000 


Head Offices HONGKONG. 
Chief Manager. Tne Howovnas.e Mk A. Moasa, OBB. 


London Office: 9, GRACEGHURGCH STREET, E.C.3. 
HONGKONG AND SHANGHAI BANK gaan LIMITED. 
9%, Gracechaurch Street, E.0.8, a company incorporated in 


The Hoagkong and Shanghai Banking 
in approved cases. 


The Londen Centre has arranged a coupe . lectures HIGHER 
MANAGEMENT IN PRACTICE, a study tice of effective 
general management as a contribution te a eet of contemporary 
economic problems. Wednesdays, 2ist wax to 18th June, at the Fyvie 
Hall, The eolyvagaee, Regent Street, W.1. Fee £1 1s. 0d.—Full details 
from Hon. Sec., 78, Amberwood Rise, New Malden, Surrey. 

“The Universities Bureau of | the British Empire, ‘8, Park Street, tana 
W.1, has been requested to announce the following vacancy :— 


THE UNIVERSITY OF SYDNEY 
CHAIR OF GOVERNMENT AND PUBLIC ADMINISTRATION, 


The Senate will shortly proceed to the intment to the Chair of 
Government and Public Administration which will become vacant upon 
the retirement of Professor F. A, Bland. It will be glad to hear 
before July 31, 1947, from anyone who would like to be considered 
for the appointment, The salary is £1,250 per annum, i mewotiations 
for a general increase in University salaries are in ress, There is 

retirement provision on the lines of F.S.8.U. an addition, the 
University pays £400 by way of eee: One year’s leave is granted 
on full pay every seven years or therea ts. Travelling expenses will 

aolieations are to be kent direct to G. DALE, Acting Ragistrar, The 
pp ons are to sent direct to D. rar, 
University of Sydney, N.S.W, 


EXCEPTIONAL careey opportunity in Advertising and Marketing. 

Top executive position available for man of high calibre with out- 

standing ability and ambition. 30 - to 

of advert rng, We ners. ae experience ine ES 

of advertising.—Wwr n confidence an Direc > oY, . Ayet 
& Son Ltd., 39, St. James's Street, ndon Sw. 


- es ee eee <n nynenneneeemctccceieiiiae 


Frcoxomic: RESEARCH ASSISTANT required for inquiry Into prob- 

4 lems of nationalisation, RES, will be temporary in first instance, 
but may become permanent, ing to o ase and qualifications. 
eeweenee of statistics desirable. Y eo aoe 
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(company SECRETARY, 47, married, no children, offers his service 
able “sala ivate secretary in return for living eee — reason- 


y. This advertisement is oSdrcnded Se, ee 
politicians, etc., to w 
invaluable atd.—feply Box P8932, egeon's harettan s arertising. og tt 
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(CAMBRIDGE Repnontist, Barrister (Patents and Trademarks), 38. 
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